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gaining  cooperatives.  Sunshine  and 
Chipola,  in  addition  to  bargaining  for 
their  members,  have  arrangements  with 
processors  for  packaging  their  milk  and 
0F>erate  distribution  routes  in  the  area. 

Dairy  Farmers  Mutual  and  Northeast 
have  attempted  to  maintain  a  degree  of 
market  stability  after  the  State’s  mini¬ 
mum  price  regulations  were  discontinued 
in  the  Northeast  and  Central  Florida 
areas  in  June  1965.  They  negotiated 
contracts  with  handlers  using  a  $6.02 
Class  I  price  and  a  $5.45  price  for  Class  I 
sales  to  military  instcdlations  as  a  basis 
for  such  negotiations.  In  addition,  they 
engaged  a  certified  public  accoimtant  to 
audit  the  handlers’  records.  However, 
not  all  milk  received  by  handlers  oper¬ 
ating  in  those  areas  is  covered  by  such 
negotiatioru. 

About  15  percent  of  the  dairy  farmers 
suppl3rlng  handlers  in  the  Northeast  and 
Central  areas  are  not  members  of  a  co¬ 
operative.  No  apparent  uniform  method 
is  followed  by  these  handlers  in  arriving 
at  the  prices  they  pay  their  dairy  farm¬ 
ers.  In  those  instances  in  which  a  han¬ 
dler  may  purport  to  pay  his  dairy  farm¬ 
ers  on  a  utilization  basis,  the  handler 
establishes  what  the  utilization  scheme 
shall  be,  but  the  dairy  farmers  have  no 
way  of  verifying  the  utilizations  on  which 
they  are  paid.  The  relative  advantage 
that  apparently  accrues  to  handlers  ob¬ 
taining  these  supplies  from  unafQllated 
dairy  farmers  tends  to  depreciate  the 
bargaining  position  of  cooperatives  in  ne¬ 
gotiating  with  their  buying  handlers. 

'The  Sunshine  plant  in  Tallahassee  and 
its  facilities  are  leased  from  a  handler. 
Foremost  Dairies.  The  cooperative  owns 
the  routes  operating  from  the  plant.  All 
fluid  milk  products  distributed  on  these 
routes  bear  the  Foremost  label.  ’The 
contract  establishing  this  arrangement 
expires  October  31,  1966.  There  appears 
to  be  considerable  doubt  as  to  whether 
the  contract  will  be  renewed. 

If  the  Sunshine-Foremost  contract  is 
not  renegotiated  in  its  present  form,  it 
is  contemplated  that  Sunshine  on  behalf 
of  its  31  members  will  make  considerable 
changes  in  its  marketing  arrangements. 
Sunshine  spokesmen,  for  example,  are 
uncertain  whether  the  cooperative  will 
continue  its  present  route  operations, 
which  would  entail  obtaining  a  new 
plant;  or  whether  it  will  dispose  of  its 
routes  and  operate  as  a  bargaining  co¬ 
operative,  po^bly  Joining  with  an  estab¬ 
lished  bargaining  cooperative.  A  spokes¬ 
man  for  Foremost  also  indicated  doubt 
about  the  renewing  of  this  handler’s  con¬ 
tract  with  Sunshine.  If  it  is  not  renewed. 
Foremost  will  likely  close  its  plant  in 
Tallahassee  and  utilize  its  Jacksonville 
plant  for  any  distribution  it  will  have 
in  the  Tallahassee  area. 

Producer-members  of  Chipola  deliver 
milk  to  a  plant  in  Marianna,  which  is 
owned  and  operated  by  Sealtest  Foods 
Division,  National  Dairy  Products  Corp. 
Sealtest  processes  and  packages  this  milk 
for  the  cooperative,  which  the  coopera¬ 
tive  distributes  on  its  routes  in  the  ’Talla¬ 
hassee  area. 

’This  arrangement,  apparently,  has  not 
worked  too  satisfactorily  for  Chlpola’s 
15  members.  In  1961,  the  last  year  be¬ 


fore  this  arrangement  became  effective, 
Chipola’s  producers  received  $5.70  for 
milk  of  3.5  percent  butterfat.  In  1962, 
the  price  dropped  to  $4.80  and  since 
1962,  it  has  stabilized  at  about  $4.60. 
At  the  time  of  the  hearing,  Chlpola’s  15 
producer-members  were  negotiating  with 
Northeast  to  become  members  of  that 
association  and  to  deliver  their  milk  to 
Jacksonville.  If  this  occurs.  Sealtest 
plans  to  close  the  Marianna  plant  and 
service  its  Tallahassee  area  sales  from 
its  Jacksonville  plant.  It  was  not  indi¬ 
cated  what  Chipola  would  do  with  their 
routes. 

The  present  arrangements  between  the 
various  cooperatives  and  handlers  ex¬ 
pire  during  1966.  Sunshine's  contract 
expires  October  31  and  Northeast’s,  Au¬ 
gust  31.  Mutual's  contract  with  its  han¬ 
dlers,  which  is  on  an  annual  basis,  will 
expire  before  December  1966.  There  is 
no  assurance  new  contracts  can  be  ne¬ 
gotiated  or,  if  they  are.  that  they  will  be 
as  favorable  to  producers  as  the  present 
contracts. 

The  proponent  cooperatives  contend 
that  only  a  device  such  as  a  Federal  milk 
marketing  order  can  prevent  further  de¬ 
terioration  in  their  Iwrgainlng  position 
and  insure  orderly  marketing  and  sta¬ 
bility  in  the  sales  area  served  by  them  and 
their  buying  handlers. 

The  stated  Class  I  prices  in  the  pro¬ 
posed  marketing  area  do  not  accurately 
reflect  the  prices  paid  by  handlers  for 
their  actual  Class  I  dispositions.  This  is 
because  there  are  significant  variations 
in  what  is  considered  Class  I  by  different 
handlers.  Historically  in  this  area,  pro¬ 
ducers  have  been  paid  prices  substan¬ 
tially  lower  than  the  stated  Class  I  prices 
for  milk  disposed  of  by  handlers  to  mili¬ 
tary  installations.  There  have  also  been 
other  Class  I  categories,  such  as  sales 
to  schools,  for  which  producers  received 
less  than  the  stated  Class  I  price.  To 
what  extent  such  Class  I  categories  are 
now  used  by  handlers  in  computing  their 
payments  to  producers  is  not  known. 

The  utilizations  on  which  a  substan¬ 
tial  number  of  producers  in  the  market 
are  paid  are  not  audited  or  otherwise 
verified.  In  view  of  the  uncertainty  of 
their  position  with  their  buying  handlers, 
there  is  apprehension  among  producers. 
They  lack  assurance  that  the  contracts 
which  their  various  cooperatives  have 
with  handlers  will  be  renewed  or  on 
what  basis  they  may  be  renewed. 

Since  the  “Polar  Ice  Cream  Case’’  (the 
1964  U.S.  Supreme  Court  decision  deny¬ 
ing  the  State  the  authority  to  discrimi¬ 
nate  in  the  allocation  of  out-of-State 
milk  received  at  a  Florida  plant),  there 
has  been  increasing  fear  among  produc¬ 
ers  that  their  milk  may  be  down- 
allocated  or  replaced  by  their  buying 
handlers  with  the  surplus  milk  that  may 
become  available  on  an  opportunity 
basis  from  time  to  time.  The  surplus 
supplies  frmn  nearby  locations  in  Geor¬ 
gia  and  Alabama  are  continuously  a 
threat  in  this  regard.  Although  both 
these  States  fix  minimum  prices'  that 
handlers  must  pay  producers  according 
to  the  utilization  of  their  milk,  such 
prices  do  not  apply  to  out-of-State  sales. 
This  provides  an  incentive  for  Georgia 


and  Alabama  handlers  to  dispose  of  un¬ 
needed  supplies  at  any  price  above  that 
which  they  would  realize  in  disposing  of 
such  supplies  for  manufacturing  pur¬ 
poses.  The  disposition  of  such  milk  in 
the  proposed  marketing  area  for  Class  I, 
even  for  short  periods,  has  a  deteriorat¬ 
ing  effect  on  the  bargaining  position  of 
producers  regularly  supplying  the  mar¬ 
ket.  The  uncertainty  among  producers, 
caused  by  the  threat  of  their  losing  their 
market  to  such  surplus  supplies,  tends  to 
create  Instability  in  the  market  and  to 
discourage  rather  than  encourage  the 
maintenance  of  an  adequate  supply  of 
pure  and  wholesome  milk  for  the  market. 

Approximately  10  percent  of  the  Class 
I  sales  in  the  proposed  marketing  area 
is  to  military  installations.  Contracts 
for  supplying  such  installations  are 
awarded  on  a  bid  basis  for  varying 
periods,  usually  about  6  months.  These 
contracts  most  frequently  are  obtained 
by  handlers  in  the  market  who  would  be 
regulated  by  the  proposed  order.  It  is 
not  uncommon,  however,  for  the  success¬ 
ful  bidders  on  these  contracts  to  be 
handlers  at  some  distance  from  the  mar¬ 
keting  area,  usually  in  adjoining  States. 
Moreover,  it  has  been  possible  at  times 
for  local  handlers  to  obtain  such  con¬ 
tracts  on  the  basis  of  their  being  able  to 
obtain  supplies  from  outside  sources  for 
limited  periods  of  time.  This  tends  to 
result  in  the  down-allocation  or  replace¬ 
ment  of  the  milk  of  the  handlers’  regular 
producers.  Even  if  a  handler  heavily  in¬ 
volved  in  supplying  military  Installations 
utilizes  no  outside  supplies  to  fill  his  mili¬ 
tary  contracts,  his  failure  to  obtain  con¬ 
tract  renewals  may  cause  a  sharp  decline 
in  the  return  he  will  be  able  to  make  to 
his  producers. 

Under  the  proposed  order,  and  in  all 
existing  Federal  milk  orders,  the  pricing 
of  milk  sold  to  military  installations  is 
the  same  as  the  Class  I  price  to  all  other 
outlets.  The  advent  of  a  marketwide 
pool  order  would  remove  the  continuous 
uncertainty  concerning  their  market  of 
producers  supplying  handlers  who  msdce 
a  substantial  portion  of  their  Class  I 
sales  to  military  Installations. 

The  problems  of  unstable  marketing 
encountered  by  producers  in  the  pro¬ 
posed  marketing  area  are  not  uncom¬ 
mon  in  fluid  milk  markets  where  there  is 
no  overall  program  for  effectively  regu¬ 
lating  producer  milk  supplies.  Produc¬ 
tion  of  high  quality  milk  in  Florida 
requires  a  substantial  investment.  The 
present  unstable  marketing  conditions 
could  discourage  continuation  of  the 
necessary  production  resources  and 
thereby  seriously  threaten  the  mainte¬ 
nance  of  an  adequate  supply  of  milk  for 
the  market.  A  Federal  order  establish¬ 
ing  class  prices  at  reasonable  levels  with 
a  marketwide  pool  for  distribution  of  re¬ 
turns  to  producers  will  provide  the 
needed  market  stability. 

There  is  now  a  lack  of  detailed  market 
information  relative  to  procurement  of 
milk  and  disposition  of  milk  throughout 
the  marketing  area.  Such  information 
is  essential  to  the  effectuation  of  orderly 
marketing.  The  institution  of  Federal 
milk  order  regulation  will  provide  the 
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basis  for  complete  information  on  re¬ 
ceipts  and  utilization  of  milk. 

A  marketing  agreement  and  order  for 
the  Upper  Florida  marketing  area  as 
herein  proposed  would  contribute  sub¬ 
stantially  to  the  improvement  of  many  of 
the  conditions  complained  of  by  pro¬ 
ducers  and  would  tend  to  effectuate  the 
declared  policy  of  the  Act.  A  classified 
pricing  plan  based  on  the  audited  utiliza¬ 
tion  of  handlers  would  provide  a  uniform 
system  of  minimum  prices  to  handlers 
for  milk  purchased  from  producers  and 
a  fair  division  among  all  producers  of 
the  proceeds  from  the  sale  of  their  milk. 
The  procedures  required  by  the  Agricul¬ 
tural  Marketing  Agreement  Act  would 
afford  all  interested  parties  the  oppor¬ 
tunity  to  take  part  in  determining 
through  public  hearing  what  assistance 
the  marketing  system  requires  in  order 
to  insure  an  orderly  market. 

3(a)  Scope  of  regulation.  It  is  neces¬ 
sary  to  designate  clearly  what  milk  and 
which  persons  would  be  subject  to  the 
various  provisions  of  the  order.  This 
Is  accomplished  by  providing  specified 
definitions  to  describe  the  area  involved, 
and  to  describe  the  category  of  per¬ 
sons,  plants  and  milk  products  to  which 
the  applicable  provisions  of  the  order 
relate. 

Marketing  area.  The  Upper  Florida 
marketing  area  should  Include  all  the 
territory  within  the  40  contiguous  Florida 
counties  of  Alachua,  Baker,  Bay,  Brad¬ 
ford,  Brevard,  Calhoim,  Citrus,  Clay, 
Columbia,  Dixie,  Duval,  Flagler,  Frank¬ 
lin,  Gadsden,  Gilchrist,  Gulf,  Hamilton, 
Holmes,  Jackson,  Jefferson,  Lafayette, 
Lake,  Leon,  Levy,  Liberty,  Madison, 
Marion,  Nassau,  Orange,  Osceola,  Put¬ 
nam,  St.  Johns,  Seminole,  Sumter, 
Suwanee,  Taylor,  Union,  Volusia,  Wa¬ 
kulla,  and  Washington.  . 

Because  a  significant  portion  of  the 
sales  of  fluid  milk  by  handlers  who 
would  be  regulated  is  in  relatively  rural 
communities  and  becaiise  of  the  sub¬ 
stantial  population  immediately  sur¬ 
rounding  the  various  cities,  it  Is  im¬ 
portant  that  the  marketing  area  be  de¬ 
fined  on  a  county  boundary  basis  rather 
than  on  the  basis  of  city  boundaries. 

The  1960  census  population  of  the  area 
proposed  to  be  regulated  was  1,737,000. 
The  population  of  Jacksonville,  Orlando, 
and  Tallahassee,  the  largest  cities  in  the 
proposed  area,  wsus  then  213,000,  88,000, 
and  48,000,  respectively.  Other  princi¬ 
pal  cities  and  their  1960  populations  in¬ 
clude  Daytona  Beach  (37,000),  Panama 
City  (33,000),  Gainesville  (30,000),  San¬ 
ford  (19,000),  Winter  Park  (17,000),  St. 
Augustine  (15,000),  Ocala  (14,0^0), 
Deland  (11,000),  Lake  City  (10,000),  and 
Marianna  (7,000). 

Duval  County,  in  which  Jacksonville 
is  located,  contains  the  greatest  concen¬ 
tration  of  population  in  the  40-county 
area.  Its  455,000  inhabitants  represent 
more  than  25  percent  of  the  area's  popu¬ 
lation.  The  four  counties  (Duval,  Or¬ 
ange,  Volusia,  and  Brevard)  in  the 
proposed  marketing  area,  whose  1960 
populations  were  greater  than  100,000, 
contain  956,000  or  55  percent  of  the 
1,737,000  people  in  the  maiketing  area. 


Most  counties  in  the  area,  however,  are 
predominantly  rural.  Of  the  40  coim- 
ties  in  the  proposed  marketing  area,  25 
have  less  than  20,000  inhabitants. 

The  41-county  marketing  area  con¬ 
sidered  at  the  hearing  was  proposed  by 
the  Southland  Corp.,  a  handler  with  wide 
distribution  throughout  the  marketing 
area.  No  counties  other  than  the  41 
were  proposed  by  others.  Foremost 
Dairies  proposed  a  40-coimty  marketing 
area.  Simshlne  State  Dainrmen’s  Co¬ 
operative  (Sunshine)  and  Chipola  Dairy 
Cooperative  (Chipola),  which  represent 
producers  supplying  handlers  in  the  Tal¬ 
lahassee  area,  proposed  a  marketing  area 
of  39  counties.  Northeast  Milk  Pro¬ 
ducers  Association  (Northeast)  and 
Dairy  Farmers  Mutual  (Mutual)  pro¬ 
posed  a  25-county  marketing  area. 
These  25  counties  are  substantially  those 
which  had  in  Uie  past  been  designated  as 
the  Northeast  Florida  and  Central  Flor¬ 
ida  marketing  areas  by  the  Florida  Milk 
Commission. 

Except  for  Indian  River  County,  there 
was  active  support  for  and  no  opposition 
to  the  inclusion  of  the  propos^  coxm- 
ties  in  the  marketing  area.  No  testi¬ 
mony  was  presented  to  support  the  in¬ 
clusion  of  Indian  River  County  in  the 
marketing  area.  Instead,  it  was  indi¬ 
cated  that  this  county  should  more  ap¬ 
propriately  be  included  in  the  South¬ 
eastern  Florida  marketing  area  and  that 
a  hearing  for  accomplishing  this  purpose 
had  been  requested. 

More  than  40  handlers  (including  pro¬ 
ducer-distributors)  have  route  distribu¬ 
tion  in  the  proposed  marketing  area. 
The  total  route  distribution  by  these 
handlers  is  about  40  million  pounds  of 
milk  monthly. 

The  principal  source  of  supply  of 
handlers  who  would  be  regulated  by  the 
proposed  order  is  from  producer-mem¬ 
bers  of  the  four  cooperatives  proposing 
an  order  for  the  area.  Northeast,  Mutual. 
Sunshine,  and  Chipola.  These  coopera¬ 
tives  represent  and  market  the  milk  of 
about  70  percent  of  the  approximately 
215  producers  on  the  market.  Independ¬ 
ent  Dairy  Farmers’  Association  (IDFA), 
the  principal  cooperative  in  the  South¬ 
eastern  Florida  and  Tampa  Bay  order 
markets,  represents  an  additional  10  per¬ 
cent  of  the  producers  supplying  handlers 
in  the  proposed  area. 

Besides  the  approximately  21S  pro¬ 
ducers  supplying  handlers  in  the  pro¬ 
posed  area,  an  additional  25  farms  are 
operated  by  handlers  whose  principal 
source  of  supply  is  the  production  of  their 
own  farms.  These  handlers  account  for 
about  20  percent  of  the  total  Class  I  dis¬ 
tribution  in  the  proposed  marketing 
area.  The  three  largest  operations  in 
this  group,  all  in  the  Jacksonville  vicin¬ 
ity,  distribute  about  6  million  pounds  of 
milk  monthly.  Most  of  the  other  22  such 
handlers  maintain  relatively  small  oper¬ 
ations  for  processing  and  distributing 
the  production  from  their  own  farms. 
The  handlers  with  own-farm  production 
who  qualify  as  producer-handlers  would 
be  exempt  from  the  pooling  and  payment 
provisions  of  the  order. 


Distribution  throughout  the  area  is 
predominantly  from  the  plants  of  a  rela¬ 
tively  small  group  of  handlers  in  or  near 
the  larger  cities  in  the  marketing  area. 
Of  the  17  plants  in  the  market  whose 
principal  source  of  supply  is  from  pro¬ 
ducers  (other  than  own-herd  production) 
7  are  in  Jacksonville,  5  in  the  Orlando 
area.  4  in  the  Tallahassee  area  and  1 
in  the  vicinity  of  Gainesville.  Five  han¬ 
dlers  who  (Hierate  eight  of  these  plants 
account  for  well  over  half  of  the  Class  I 
sales  in  the  proposed  marketing  area. 
Also,  one  or  more  of  them  has  distribu¬ 
tion  in  each  of  the  counties  in  the  pro¬ 
posed  marketing  area. 

A  number  of  the  major  handlers  op¬ 
erate  more  than  one  plant  from  which 
milk  is  distributed  in  the  marketing  area. 
From  the  Borden  Company  plants  in 
Orlando  and  Tallahassee,  fluid  milk 
products  are  distributed  in  at  least  28 
counties  in  Uie  proposed  marketing  area. 
In  addition,  milk  is  distributed  in  other 
counties  in  the  marketing  area  from  the 
Borden’s  Tampa  Bay  order  pool  plant. 
The  total  distribution  from  the  South¬ 
land  Corp.’s  Jacksonville  plant  is  within 
a  23-county  area  that  encompasses  the 
Jacksonville  and  Tallahassee  vicinities. 
Some  fluid  milk  products  distributed  on 
routes  from  its  Jacksonville  plant  ema¬ 
nate  from  Southland’s  Winter  Haven 
plant,  a  Tampa  Bay  pool  plant.  The 
fluid  milk  products  transferred  to  the 
Jacksonville  plant  and  the  route  distribu¬ 
tion  from  Winter  Haven  within  the  pro¬ 
posed  marketing  area,  in  the  Orlando 
vicinity  and  in  coimties  adjacent  to  the 
Tampa  Bay  marketing  area,  are  about  30 
percent  of  the  (Tlass  I  utilization  at  that 
plant.  Sealtest  Foods  operates  plants  in 
Jacksonville  and  in  Marianna  (which  is 
in  the  Tallahassee  vicinity).  The  total 
Class  I  distribution  from  these  plants  is 
made  within  the  proposed  marketing 
area.  Sealtest’s  Tampa  Bay  pool  plant 
also  has  some  distribution  in  the 
proposed  marketing  area.  Foremost 
Dairies,  which  operates  a  plant  in  Jack¬ 
sonville,  owns  the  plant  in  Tallahassee 
that  is  now  leased  and  operated  by  Sun¬ 
shine.  Also,  the  Foremost  Tampa  Bay 
order  plant  has  some  distribution  in  the 
proposed  marketing  area. 

It  is  not  uncommon  for  handlers  op¬ 
erating  two  or  more  plants  in  relatively 
close  proximity  to  package  different  sizes 
and  categories  of  fluid  milk  products  in 
each  plant.  In  such  instances,  packaged 
fluid  milk  products  are  moved  regularly 
between  the  handler’s  plants  in  the  same 
or  adjacent  marketing  areas.  Estab¬ 
lishing  an  order  to  include  the  40-county 
maiketing  area  will  facilitate  such  move¬ 
ment  of  both  packaged  and  bulk  fluid 
milk  products  tetween  plants  within  the 
proposed  marketing  area  and  with  plants 
in  the  adjacent  Tampa  Bay  area. 

The  route  distribution  of  handlers  who 
would  be  regulated  and  of  producer- 
handlers  in  the  maiket  is  confined  al¬ 
most  entirely  to  the  40-county  area. 
These  handlers  are,  by  a  wide  margin, 
the  principal  distributors  in  all  sections 
of  the  proposed  maiketing  area.  Route 
distribution  by  other  handlers  (prin¬ 
cipally  Tampa  Bay  order  distributors) 
in  the  40-county  area  is  not  a  significant 
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portion  of  the  total  distribution  In  the 
area. 

In  the  northwestern  portion  of  the 
marketing  area,  two  handlers  whose 
plants  are  outside  the  marketing  area 
(in  Pensacola,  Fla.  and  Mobile,  Ala.)  have 
some  distribution  In  the  proposed  mar¬ 
keting  area,  in  Bay  County.  The  Class  I 
disposition  by  these  handlers  In  the  mar¬ 
keting  area  is  aiHwrently  InsulBcient  to 
qualify  their  plants  as  p^  plants.  The 
Pensacola  handler’s  Class  I  sales  in  the 
county  are  primarily  to  stores  and  res¬ 
taurants.  The  Mobile  handler  is  cur¬ 
rently  supplying  two  military  installa¬ 
tions  in  Bay  County.  Both  handlers,  if 
their  Class  I  distribution  in  the  market¬ 
ing  area  continues  to  be  below  the  mini¬ 
mum  required  for  pooling,  would  be 
treated  as  partially  regulated  distribut¬ 
ing  plants  imder  the  order.  Neither 
handler  Uxk  any  position  at  the  hearing 
concerning  the  inclusion  of  Bay  County 
in  the  marketing  area.  Their  sales  in 
the  county,  however,  are  a  relatively 
small  proportion  of  the  total  distribution 
therein.  The  major  portion  of  distribu¬ 
tion  in  Bay  County  is  by  handlers  who 
would  otherwise  be  fully  regiilated  by  the 
proposed  order. 

In  view  of  the  operations  of  the  han¬ 
dlers  who  would  be  regulated  by  the  pro¬ 
posed  order,  it  would  be  inappropriate  to 
provide  a  marketing  area  for  the  pro¬ 
posed  order  that  excluded  a  segment  of 
the  proposed  maiketing  area.  As  indi¬ 
cated  above,  the  plant  operations  of  the 
principal  handlers  in  the  marketing  area 
are  in  or  near  Jacksonville,  Orlando,  and 
Tallahassee.  There  is  extensive  com¬ 
petition  throughout  the  marketing  area 
between  fluid  milk  products  from  Jack- 
s(mville  plants  with  those  emanating 
from  Tallahassee  and  Orlando  area 
plants.  The  closing  of  two  Tallahassee 
area  plants  is  currently  under  considera¬ 
tion.  If  these  plants  are  closed,  the 
distribution  that  is  now  made  from  them 
would  be  made  from  Jacksonville  plants. 
The  possibility  of  the  closing  of  the  Tal¬ 
lahassee  area  plants  has  caused  pro¬ 
ducers  in  that  area  to  consider  aflUia- 
tion  with  the  producer  association  in  the 
Jacksonville  area  and  shipping  to  Jack¬ 
sonville  plants.  Improved  technology 
and  transportation  facilities  will  tend  to 
accelerate  such  concentration  of  process¬ 
ing  and  packaging  facilities  at  centrally 
located  plants  and  distribution  over  a 
wider  area  from  such  plants.  The  40- 
county  marketing  area  herein  proposed 
appropriately  gives  consideration  to  this. 

All  producer  milk  received  at  regu¬ 
lated  plants  must  be  made  subject  to 
classified  pricing  under  the  order  regard¬ 
less  of  whether  it  is  disposed  of  within 
or  outside  the  marketing  area.  Other¬ 
wise.  the  effect  of  the  order  would  be 
nullified  and  the  orderly  marketing  proc¬ 
ess  would  be  Jeopardized. 

If  only  a  pool  handler’s  "in-area”  sales 
were  subject  to  classification,  pricing  and 
pooling,  a  regulated  handler  with  Class  I 
sales  both  inside  and  outside  the  market¬ 
ing  area  could  assign  any  value  he  chose 
to  his  outside  sales.  He  thereby  could 
reduce  the  average  cost  of  all  his  Class  I 
milk  below  that  of  other  regulated 
handlers  having  all,  or  substantially  all. 


of  their  Class  I  sales  within  the  market¬ 
ing  area.  Unless  all  milk  of  such  a 
handler  were  fully  regulated  under  the 
order,  he  in  effect  would  not  be  subject 
to  effective  price  regulation.  The  ab¬ 
sence  of  effective  classification,  pricing 
and  pooling  of  such  milk  would  disrupt 
orderly  marketing  conditions  within  the 
regulated  marketing  area  and  could  lead 
to  a  complete  breakdown  of  the  (Htler. 
If  a  pool  handler  were  free  to  value  a 
portion  of  ids  milk  at  any  price  he 
chooses,  it  would  be  impossible  to  enforce 
uniform  prices  to  all  fully  regulated 
handlers  or  a  uniform  basis  of  payment 
to  the  producers  who  supply  the  market. 

It  is  essential,  therefore,  that  the  order 
price  all  the  producer  milk  received  at 
a  pool  plant  regardless  of  the  point  of 
disposition.  Further,  the  level  of  class 
price  should  be  identical  on  Class  I  sales 
inside  and  outside  the  marketing  area. 

The  essentials  of  the  classifled  pricing 
plan  for  the  Upper  Florida  order,  and 
generally  applicable  to  all  Federal  orders 
issued  by  the  Secretary,  are  to  establish 
one  level  of  price  to  be  paid  by  handlers 
for  milk  which  is  sold  as  milk  or  speci¬ 
fied  milk  products  for  fluid  consumption 
and  other  prices  for  the  necessary  sur¬ 
plus  of  the  market  which  is  dispo^  of 
in  lower-valued  fluid  products  and  in 
manufactured  products. 

It  is  necessary  that  the  class  prices  ef¬ 
fective  under  the  Upper  Florida  order  be 
established  at  levels  which  will  bring 
forth  a  sufficient  supply  to  meet  the  de¬ 
mands  of  milk  for  the  particular  market¬ 
ing  area  but  not  necessarily  to  fulfill  the 
requirements  of  outside  markets.  Nev¬ 
ertheless,  handlers  who  are  regulated  by 
virtue  of  their  sales  in  the  marketing  area 
may  have  varying  proportions  of  their 
sales  outside  the  regulated  area.  This  is 
a  situation  normally  unavoidable  even  in 
the  establishment  of  a  new  marketing 
area.  Sales  areas  of  regulated  and  un¬ 
regulated  handlers  may^  overlap,  and  it 
would  be  rarely  possible,  if  at  all,  to  find 
a  line  of  demarcation  around  an  entire 
marketing  area  such  that  no  overlapping 
occurs.  Other  c(Hislderatlon8  in  estab¬ 
lishment  of  a  marketing  area  may  also 
preclude  Inclusion  of  all  sales  areas  of 
fully  regulated  handlers. 

The  problem  of  establishing  a  pHce  to 
supply  adequately  the  marketing  area  is 
thus  affected  by  the  activity  of  handlers 
in  selling  milk  outside  the  regulated  area 
and  in  procuring  milk  for  such  sales. 
There  is  no  basis  in  this  price  determina¬ 
tion  for  discrimination  between  milk 
sold  inside  and  outside  the  marketing 
area.  The  milk  sold  outside  by  a  regu¬ 
lated  plant  Is  processed  in  the  same  plant 
and  is  product  under  similar  (wnditions 
as  milk  sold  in  the  marketing  area. 
Thus,  the  milk  moving  through  the  regu¬ 
lated  handler’s  plant,  whether  it  Is  sold 
inside  or  outside  the  marketing  area,  is 
part  of  the  same  supply  and  demand 
situation  upon  which  proper  price  level 
determination  must  be  made. 

If  the  price  to  farmers  were  higher 
for  milk  sold  inside  than  for  milk  sold 
outside  the  marketing  area,  returns  for 
disposition  in  the  area  would  be  bearing 
the  greater  burden  of  providing  the  in¬ 
centive  for  milk  production  for  both.  To 


the  extent  such  discrimination  in  pricing 
at  the  procurement  levri  is  reflected  in 
higher  prices  to  consumers  inside  than 
outside  the  marketing  area  consumers 
in  the  marketing  area  will  be  subsidiz¬ 
ing  consumers  outside  the  marketing 
area. 

Further,  it  is  not  intended  that  Fed¬ 
eral  regulation  be  susceptible  of  manipu¬ 
lation  to  permit  the  use  of  adjacent  out¬ 
side  markets  as  a  dumping  ground  for 
milk  in  excess  of  a  market’s  needs.  The 
fixing  of  a  lower  price  for  milk  sold  in 
other  markets  could  have  a  depressing 
effect  on  the  price  paid  farmers  by  un¬ 
regulated  distributors  in  such  markets. 
Such  action  would  tend  to  lower  blended 
returns  to  dairy  farmers  supplying  the 
unregulated  handlers. 

Limited  quantities  (as  provided)  of 
Class  I  milk  may  be  sold  within  the 
regulated  marketing  area  from  plants 
not  under  any  Federal  order.  There  is, 
of  course,  no  way  to  treat  such  unregu¬ 
lated  milk  uniformly  with  regulated  milk 
other  than  to  regulate  it  fully.  Never¬ 
theless,  it  has  been  concluded  that  the 
application  of  "partial”  regulation  to 
plants  having  less  a88(x:iation  than  re¬ 
quired  for  market  pooling  would  not 
Jeopardize  marketing  conditions  within 
the  regulated  marketing  area.^ 

The  operator  of  the  partially  regulated 
plant  is  afforded  the  options  of:  (1)  Pay¬ 
ing  an  amoimt  equal  to  the  difference 
between  the  Class  I  price  and  the  uni¬ 
form  price  with  respect  to  all  Class  I 
sales  made  in  the  marketing  area;  (2) 
purchasing  at  the  Class  I  price  under  any 
Federal  order  sufficient  Class  I  milk  to 
cover  his  limited  disposition  within  the 
marketing  area;  or  (3)  paying  his  dairy 
farmers  an  amount  not  less  than  the 
value  of  all  their  milk  computed  on  the 
basis  of  the  classification  and  pricing 
provisions  of  the  order  (the  latter  rep¬ 
resenting  an  amount  equal  to  the  order 
obligation  for  milk  which  is  imposed  on 
fully  regulated  handlers). 

While  all  fluid  milk  sales  of  the  par¬ 
tially  regulated  plant  are  not  necessarily 
priced  on  the  same  basis  as  fully  regu¬ 
lated  milk,  the  provisloBs  described  are, 
however,  adequate  under  most  circum¬ 
stances  to  prevent  sales  of  milk  not  fully 
regulated  (pooled)  from  adversely  affect¬ 
ing  operation  of  the  order  and  the  fully 
regulated  milk. 

In  the  course  of  the  operation  of  an 
order,  the  question  may  arise  as  to 
whether  piers,  docks,  wharves,  and  any 
territory  within  the  boundaries  of  the 
designated  marketing  area  which  is  oc¬ 
cupied  by  government  (municipal.  State, 
or  Federal)  reservations,  installations. 
Institutions,  or  other  establishments  shall 
be  considered  as  within  the  marketing 
area.  A  proposal  was  made  to  include 
in  the  order  sales  by  a  handler  in  any 
such  territory  or  to  any  such  agency. 
These  facilities  constitute  regular  outlets 
for  milk  by  handlers  to  be  regulated  and 
no  evidence  was  presented  at  the  hearing 


1  Official  notice  U  taken  of  the  decisions  of 
the  Assistant  Secretary  Issued  June  19,  1994 
(19  PJt.  9001),  s\ipportlng  amendments  to 
various  orders.  Including  the  nearby  South¬ 
eastern  Florida  order. 
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which  would  justify  their  exemption. 
So  that  there  will  be  no  doubt  as  to  the 
meaning  or  the  intent  of  the  applica¬ 
tion  of  the  marketing  area  definition  in 
the  proposed  order,  it  should  be  indi¬ 
cated  that  the  designated  counties  in 
the  recommended  Upper  Florida  mar¬ 
keting  area  shall  include  all  piers,  docks, 
and  wharves  connected  therewith  and 
any  territory  wholly  or  partly  within  the 
area  which  is  occupied  by  the  govern¬ 
ment  (municipal,  State,  or  Federal) 
reservations,  installations,  institutions 
or  other  establishments. 

Definition  of  plants.  Essential  to  the 
operation  of  a  marketwide  pool  is  the 
establishment  of  minimum  performance 
requirements  to  distinguish  between 
those  plants  substantially  engaged  in 
serving  the  fluid  needs  of  the  order 
market  and  those  plants  which  do  not 
serve  the  market  in  a  way,  or  to  a  de¬ 
gree,  that  warrsmts  their  sharing  (by 
being  included  in  the  market  pool)  in 
the  market  average  utilization  of  Class 
I  milk.  Such  distinction  is  necessary; 
otherwise,  the  proceeds  of  the  higher 
Class  I  nrice  would  be  dissipated  by  in¬ 
cluding  Ip  the  market  pool  additional 
quantities  milk  which  were  acquired 
by  hsmdlers  primarily  for  manufsM;turing 
purposes.  Such  dissipated  proceeds 
could  accrue  to  the  benefit  of  producers 
supplying  milk  to  handlers  who  do  not 
regularly  or  dependably  furnish  the  fluid 
milk  needs  of  consumers  in  the  market¬ 
ing  area.  Unless  adequate  standards  of 
marketing  performance  are  provided  to 
determine  which  milk  and  plants  will 
participate  fully  in  the  market  pool 
fimds,  the  uniform  price  of  the  market 
could  be  depressed  to  the  point  that  it 
would  not  serve  its  function  of  attracting 
an  adequate  supply  of  milk  for  the  fluid 
needs  of  the  market  without  a  Class  I 
price  higher  than  otherwise  would  be 
necessary. 

Since  Class  I  price  increases  are  gen¬ 
erally  passed  on  to  the  public,  such  price 
increases  necessitated  solely  because  of 
inadequate  performance  standards  for 
regulation  would  be  contrary  to  the  pub¬ 
lic  interest.  Therefore,  in  order  to  share 
In  market  p(X)l  funds,  it  is  essential  that 
plant  operators  perform  marketing  fimc- 
tions  (i.e.,  deliver  milk  to  market  in  spec¬ 
ified  amounts  or  proportions)  which 
contribute  to  providing  adequate  and 
dependable  market  supplies.  The  mar¬ 
keting  performance  standards  are  essen¬ 
tial  provisions  of  a  milk  order  if  it  is  to 
attain  the  statutory  purpose  of  assuring 
adequate  supplies  of  milk  in  the  most 
economical  manner  and  in  a  way  that 
best  serves  the  public  Interest.  The  mar¬ 
keting  performance  standards  also  mini¬ 
mize  the  effects  of  regulation  on  hsmdlers 
who  have  only  a  minor  proportion  of 
their  distribution  in  the  regulated  mar¬ 
ket.  They  do  this  by  exempting  such 
handlers  from  full  regulation. 

Any  plsmt,  wherever  located,  may  be¬ 
come  a  pool  plant  if  it  meets  the  market¬ 
ing  performance  standards  for  regulation 
which  at  any  time  su-e  equal  for  all  plants 
performing  the  same  function.  The  per¬ 
formance  standsu-ds  for  regulation  of  a 
plant  are  sm  essential  mesms  of  assuring 
the  regulated  market  of  adequate  smd  de¬ 


pend8d>le  supplies  of  milk.  It  should  be 
emphasized  that  these  performance 
standsu-ds  do  not  impede  the  shipment  of 
milk  to  regulated  msu-kets.  C^ite  the 
contrary.  Because  they  require  milk  to 
be  shipped  to  the  market  in  order  to 
share  in  the  market  pool  funds,  they  en- 
coursige  milk  shipments  for  Class  I  use 
which  otherwise  might  not  be  made. 
This  Incentive  is  achieved  by  preventing 
plants  which  do  not  ship  milk  in  accord¬ 
ance  with  the  prescribed  standards  from 
sharing  in  the  pool  fund.  The  perform¬ 
ance  standards  are  thus  the  opposite  of  a 
barrier  to  the  shipment  of  milk  to  the 
market. 

Because  of  the  difference  in  marketing 
practices  and  functions  between  distrib¬ 
uting  plants  and  supply  plants,  separate 
performance  standEU'ds  have  been  pro¬ 
vided  for  them.  A  "distributing  plant" 
would  be  defined  as  a  plant  iq:H>roved  by 
an  appropriate  health  authority  for  the 
processing  or  packaging  of  Grade  A  milk 
and  fr(«n  which  any  fluid  milk  product 
is  disposed  of  during  the  month  in  the 
marketing  area  on  routes. 

In  order  to  qualify  as  a  pool  plant,  a 
distributing  plant  should  be  required  to 
dispose  of  on  routes  in  the  marketing 
area  not  less  than  10  percent  of  its  total 
receipts  of  Grade  A  fluid  milk  products. 

It  is  contemplated  that  only  plants 
primarily  engaged  in  route  distribution 
of  fluid  milk  products  should  be  qualified 
as  pool  plants  under  this  definition.  To 
preserve  this  distinction,  a  further  con¬ 
dition  should  be  placed  on  distributing 
plants.  This  is  that  a  plant’s  total  route 
distribution  of  Class  I  milk  during  the 
month,  both  Inside  and  outside  the 
marketing  area,  must  be  at  least  50  per¬ 
cent  of  its  receipts  of  Grade  A  fluid  milk 
products.  Any  plant  which  does  not 
qualify  on  this  basis  should  be  deemed 
to  be  primarily  a  supply  plant  and  Its 
pool  status  judged  by  the  standards 
applied  to  such  plants. 

A  plant  from  which  milk  for  Class  I 
uses  is  distributed  regularly  in  the  mar¬ 
keting  area  under  normal  circumstances 
may  be  expected  to  dispose  of  its  milk  in 
such  a  way  as  to  exceed  by  a  reasonable 
margin  the  minimum  performance 
standards  necessary  to  qualify  as  a  p(K>l 
plant.  There  may  be  from  time  to  time 
plants  supplying  milk  to  the  marketing 
area  which  would  not  qualify  for  pool 
status.  Such  plants  should  be  required 
to  file  reports,  make  available  their  rec¬ 
ords  for  audit  by  the  market  administra¬ 
tor  and  be  subject  to  payment  alterna¬ 
tives  hereinafter  discussed  if  they  are 
not  fully  subject  to  regulation  imder  an¬ 
other  order. 

"Supply  plant"  is  the  other  plant  cate¬ 
gory  for  which  standards  for  pooling 
must  be  provided.  A  supply  plant  would 
be  defin^  to  mean  a  plant  from  which  a 
fluid  milk  product  acceptable  to  a  duly 
constituted  health  authority  is  shipped 
during  the  month  to  a  p(X)l  plant. 

To  qualify  for  p(X)l  plant  status,  a  sup¬ 
ply  plant  should  ship  to  distributing 
plants  which  are  pool  plants  at  least  50 
percent  of  its  receipts  of  milk  from  dairy 
farmers  in  any  month  in  the  form  of 
fluid  milk  products.  A  plant  thus  ship¬ 
ping  the  major  portion  of  its  receipts 
from  dairy  farmers  to  regulated  dis¬ 


tributing  plants  is  making  a  substantial 
contribution  toward  providing  an  SMle- 
quate  supply  for  the  mailcet  and  hence 
may  reasonably  be  considered  as  an  inte¬ 
gral  part  of  the  fluid  milk  supply  for  the 
market.  A  supply  plant  from  which  a 
proportionately  lesser  quantity  of  milk  is 
disposed  of  in  this  manner  should  not. 
under  present  conditions,  be  considered 
as  contributing  sufficiently  to  the  market 
supply  to  share  in  the  p(x>l  funds. 

At  the  present  time,  there  are  no  sup¬ 
ply  plants  regularly  serving  the  Upper 
Florida  market,  and  it  is  not  likely  that 
there  will  be  in  the  foreseeable  future. 
However,  provision  should  be  made  so 
that  it  will  be  possible  for  a  supply  plant 
to  participate  in  the  pool  should  there 
be  a  regular  and  continuing  need  for 
supply  plant  milk  in  the  future. 

Some  milk  may  be  distributed  in  the 
marketing  area  from  plants  which  are 
fully  subject  to  the  classification  and 
pricing  provisions  of  other  Federal  milk 
orders.  It  is  not  necessary  to  extend  full 
regulation  under  an  order  to  such  plants 
which  dispose  of  a  major  portion  of  their 
receipts  in  another  regulated  market. 
To  do  so  would  subject  such  plants  to 
duplicate  regulation.  However,  in  order 
that  the  market  administrator  may  be 
fully  apprised  of  the  continuing  status 
of  such  a  plant,  the  operator  thereof 
should,  with  respect  to  the  total  receipts 
and  utilization  or  disposition  of  skim 
milk  and  butterfat  at  the  plant,  make 
reports  to  the  market  administrator  at 
such  time  and  in  such  manner  as  the 
market  administrator  may  require  and 
allow  verification  of  such  reports  by  the 
market  administrator. 

A  definition  of  “nonpool  plant"  is  pro¬ 
vided  to  facilitate  formulation  of  the 
various  order  provisions  as  they  apply  to 
such  a  plant.  A  nonpcxil  plant  would 
mean  a  plant  (except  a  pool  plant) 
which  receives  milk  from  dairy  farmers 
or  is  a  milk  manufacturing,  processing, 
or  bottling  plant.  Specific  categories  of 
nonpcxil  plants  would  be  defined  as 
follows: 

( 1 )  "Other  order  plant”  is  a  plant  that 
is  fully  subject  to  the  pricing  and  pooling 
provisions  of  another  order  issu^  pur¬ 
suant  to  the  Act,  unless  such  plant  is 
qualified  as  a  pool  plant  under  this  cx-der 
and  a  greater  volume  of  fluid  milk  prod¬ 
ucts  is  disposed  of  from  such  plant  in  this 
marketing  area  on  routes  and  to  pool 
distributing  plants  than  to  plants  under 
the  other  order  or  in  the  marketing  area 
of  such  other  order; 

(2)  "Producer-handler  plant"  is  a 
plant  operated  by  a  producer-handler  as 
defined  in  any  order  (including  this 
order)  issued  pursuant  to  the  Act; 

(3)  “Exempt  distributing  plant"  is  a 
distributing  plant  operated  by  a  govern¬ 
mental  agency; 

(4)  “Partially  regulated  distributing 
plant"  is  a  nonpool  plant  that  is  a  dis¬ 
tributing  plant  and  is  not  an  other  order 
plant,  a  producer-handler  plant  or  an 
exempt  distributing  plant;  and 

(5)  “Unregtilated  supply  plant"  is  a 
nonpool  plant  that  is  a  supply  plant  and 
is  not  an  other  order  plant,  a  producer- 
handler  plant  or  an  exempt  distributing 
plant. 
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A  spokesman  for  the  University  of 
Florida  (which  maintains  a  dairy  herd 
and  a  processing  plant  in  Oainesvllle)  re¬ 
quested  that  its  dairy  plant  operation  be 
exempt  from  the  provisions  of  the  Upper 
Florida  order.  This  plant  receives  prac¬ 
tically  all  of  its  milk  fnxn  the  160  dairy 
cows  maintained  on  the  University's 
farms.  The  one  load  of  supplemental 
milk  purchased  in  1965  by  the  University, 
at  the  beginning  of  the  school  year,  was 
from  a  Tampa  handler. 

The  milk  production  and  processing 
carried  on  at  Gainesville  are  maintained 
in  connection  with  the  research  and  edu¬ 
cational  functions  of  the  University  of 
Florida.  They  are  used  and  deemed 
necessary  in  connection  with  the  various 
courses  given  and  research  done  under 
the  auspices  of  the  Dairy  Science  De¬ 
partment  of  the  University.  The  plant 
facilities  are  used  for  laboratory  instruc¬ 
tion  and  research.  Each  animal  in  the 
herd  is  generally  being  used  in  at  least 
two  experiments. 

Milk  that  is  not  needed  for  the  various 
research  projects  is  disposed  of  in  fluid 
form  through  15  campus  cafeterias  or 
manufactured  into  ice  cream,  cottage 
cheese,  or  other  dairy  products.  In 
those  periods  when  students  are  on  va¬ 
cation,  the  unneeded  production  is  sold 
to  Sunland  Training  Center,  another 
State  institution  in  Gainesville,  or  con¬ 
densed  for  later  use  in  the  manufacture 
of  ice  cream. 

Several  other  State  educational  insti¬ 
tutions  and  mental  and  penal  establish¬ 
ments  within  the  proposed  marketing 
area  also  maintain  herds  and  bottling 
facilities  to  furnish  milk  to  their  resi¬ 
dents.  Detailed  information  on  receipts 
and  sales  of  milk  at  these  institutions 
was  not  presented  on  the  record.  How¬ 
ever,  it  is  not  the  practice  of  these  insti¬ 
tutions  to  sell  milk  in  commercial  chan¬ 
nels  in  competition  with  pr(H>rletary 
handlers  and  producers. 

It  is  not  likely  that  the  University  of 
Florida  plant  (or  plants  of  governmental 
agencies  similarly  situated)  will  have 
production  from  its  farm  in  excess  of  its 
usual  requirements.  Such  excess  produc¬ 
tion  if  it  should  develop  could  not  be  de¬ 
pended  upon  by  handlers  in  the  Upper 
Florida  market  as  a  regular  or  a  supple¬ 
mental  supply  during  periods  when  the 
market  may  be  short  of  milk.  It  would 
clearly  be  surplus  milk  incidental  to  the 
operation  of  ^e  University’s  milk  plant. 
Accordingly,  the  order  should  provide 
that  milk  received  at  pool  plants  from 
such  incidental  operations  be  allocated 
first  to  Class  HI.  Any  such  milk  allo¬ 
cated  to  Class  I  at  a  pool  plant  would  be 
subject  to  a  compensatory  payment  at  the 
difference  between  the  Class  I  and  Class 
III  prices. 

The  University  of  norida’s  milk  plant 
(and  similar  institutions)  may  at  times 
be  required  to  purchase  supplnnental 
supplies  from  handlers  who  would  be  reg¬ 
ulated  by  the  proposed  order.  It  may 
reasonably  be  expected  that  purchases  in 
the  form  of  fluid  milk  products  would  be 
needed  and  used  for  Class  I  purposes. 
The  order  should  provide,  therefore,  that 
fluid  milk  products  transferred  or  divert¬ 


ed  from  pool  plants  to  exempt  distribut¬ 
ing  plants  be  classifled  as  Class  I. 

To  qualify  for  pooling  under  the  pro¬ 
posed  order,  milk  must  be  received  at  a 
pool  plant  or  diverted  under  specified 
conditions  from  a  pool  plant  to  a  nonpool 
plant.  Because  an  exempt  distributing 
plant  would  be  a  nonpool  plant,  milk  re¬ 
ceived  at  such  plant  from  sources  other 
than  regulated  plants  and  producers  un¬ 
der  the  Upper  norida  order  would  not  be 
subject  to  the  provisions  of  the  order. 
Therefore,  milk  from  producers’  farms 
received  at  an  exempt  distributing  plant 
could  qualify  as  producer  milk  under  the 
order  only  on  the  basis  of  its  having  been 
diverted  from  a  pool  plant.  Otherwise, 
such  milk  would  lose  its  producer  milk 
status  and  would  not  be  pooled  or  priced 
under  the  Ui^r  Florida  order. 

Handler.  ’The  primary  impact  of  reg¬ 
ulation  under  an  order  is  on  handlers. 
A  handler  definition  is  necessary  to 
Identify  those  individuals  from  whom 
the  market  administrator  must  receive 
reports,  or  who  have  financial  responsi¬ 
bility  for  payment  for  milk  in  accord¬ 
ance  with  its  classifled  use  value.  As 
herein  provided,  the  definition  includes 

(a)  persons  (grating  pool  plants;  (b)  a 
person  operating  a  partially  regulated 
distributing  plant;  (c)  a  cooperative  as¬ 
sociation  with  respect  to  producer  milk 
diverted  from  a  pool  plant  to  a  nonpool 
plant  for  its  account;  (d)  a  cooperative 
association  with  respect  to  its  members’ 
milk  delivered  in  a  tank  truck  imder  its 
control  from  the  farm  to  a  pool  plant; 
(e)  a  person  in  his  capacity  as  the  oper¬ 
ator  of  an  other  order  plant;  and  (f)  a 
producer-handler. 

Designating  as  handlers  the  operators 
of  the  various  types  of  plants  that  may 
be  associated  with  the  market  is  neces¬ 
sary  so  that  the  market  administrator 
may  require  of  them  the  reports  to  de¬ 
termine  the  regulatory  status  of  the 
idants  and  the  extent  of  the  operators’ 
obligations,  if  any,  to  the  producer-set¬ 
tlement  fund. 

’The  principal  cooperatives  in  the  mar¬ 
ket  assume  the  responsibility  of  balanc¬ 
ing  supplies  among  various  handlers. 
Milk  not  needed  for  fluid  uses  generally 
can  be  most  economically  handled  by  di¬ 
version  directly  to  manufacturing  plants. 
’TO  facilitate  such  handling,  a  coopera¬ 
tive  is  accorded  handler  status  for  milk 
which  it  causes  to  be  diverted  to  nonpool 
plants  for  its  account. 

Requiring  a  cooperative  to  be  a  han¬ 
dler  for  milk  delivered  from  the  farm  to  a 
pool  plant  in  a  tank  truck  owned  and 
operated  by  or  under  contract  to  the  co¬ 
operative  will  afford  a  practicable  basis 
of  accounting  for  such  milk.  In  addi¬ 
tion,  it  will  provide  added  flexibility  to  a 
cooperative’s  operations  in  allocating  its 
members’  milk  among  handlers. 

Once  milk  from  a  producer  has  been 
commingled  with  milk  of  other  producers 
in  a  tank  truck,  there  is  no  further  op¬ 
portunity  to  measure,  sample  or  reject 
the  milk  of  any  individual  producer 
whose  milk  is  included  in  the  load.  A 
similar  situation  prevails  when  the  milk 
of  an  individual  producer  is  delivered  in 
a  tank  truck  to  two  or  more  plants.  ’The 


operator  of  a  pool  plant  to  which  bulk 
tank  milk  is  delivered  has  an  opportunity 
to  determine  only  the  weight  and  butter- 
fat  test  of  the  total  load. 

If  a  tank  truck  picking  up  milk  at  the 
farm  is  operated  under  the  supervision 
of  a  cooperative  association,  it  is  the  as¬ 
sociation  that  determines  the  weight  and 
butterfat  content  of  each  producer's 
milk.  Handlers  have  no  control  and 
generally  take  no  part  in  determiiilng 
the  weights  and  butterfat  tests  of  milk 
at  the  farm.  In  rome  Instances,  han¬ 
dlers  may  not  even  know  from  which 
farms  their  milk  is  shipped. 

The  milk  delivered  by  the  cooperative 
as  a  bulk  tank  handler  would  be  consid¬ 
ered  as  a  receipt  of  producer  milk  by  the 
operator  of  the  pool  plant  at  which  it  was 
physically  received.  The  pool  plant  oper¬ 
ator’s  obligation  for  such  milk  to  the 
producer-settlement  fund,  to  the  admin¬ 
istration  fund  and  to  the  cooperative 
would  be  the  same  as  for  producer  milk 
received  directly  from  the  farm  of  an 
individual  producer. 

In  some  instances,  as  discussed  else¬ 
where  in  this  decision,  differences  be¬ 
tween  the  quantities  of  producer  milk 
determined  at  the  farm  and  ascertained 
as  physically  received  by  the  (H>erator 
of  the  pool  plant  would  be  considered  a 
receipt  of  producer  milk  by  the  coopera¬ 
tive  at  the  location  of  the  pool  plant.  For 
such  differences,  the  cooperative  (instead 
of  the  pool  plant  operator)  would  be 
required  to  settle  with  the  producer-set¬ 
tlement  and  administration  funds. 

Producer -handler.  Producer-handler 
should  be  deflned  as  any  person  who: 

(a)  Operates  a  dairy  farm  and  a  dis¬ 
tributing  plant  from  which  the  Class  I 
disposition  (except  that  represented  by 
nonfat  solids  used  in  the  fortiflcation  of 
fluid  milk  products)  is  entirely  from  his 
own  farm  production; 

(b)  Receives  no  fluid  milk  products 
from  sources  other  than  his  own  farm 
production;  and 

(c)  Provides  proof  satisfactory  to  the 
nuirket  administrator  that  the  care  and 
management  of  the  dairy  animals  and 
other  resources  necessary  to  produce  all 
fluid  milk  products  handled  and  the  op¬ 
eration  of  the  processing  and  packaging 
business  are  his  personal  enterprise  and 
risk. 

’The  order  is  not  intended  to  establish 
minimum  prices  for  producer-handlers, 
but  they  should  be  required  to  make  re¬ 
ports  to  the  market  administrator. 
Such  reports  are  necessary  to  determine 
whether  the  operator  continues  to  meet 
the  producer-handler  deflnltion. 

’The  producer-handler  definition  herein 
provided,  which  is  patterned  after  that 
proposed  by  producers,  is  essentially  the 
same  as  the  producer-handler  deflnltion 
in  the  Tampa  Bay  and  Southeastern 
Florida  orders.  Proposals  by  handlers, 
however,  would  restrict  producer-handler 
status  to  those  who  met  the  qualifica¬ 
tions  herein  proposed  and  handled  not 
more  than  200,000  pounds  of  milk 
monthly.  Handlers  would  also  require 
that  a  producer-handler  who  failed  to 
qualify  as  such  in  1  month  would  lose  his 
producer-handler  status  for  the  next  11 
months.  On  the  other  hand,  some  pro- 
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ducer-handlers  proposed  broad  exemp¬ 
tions  which  would  allow  them  a  preferr^ 
allocation  for  their  own  production  and 
have  other  area  producers  supply  their 
supplementary  needs.  A  specific  pro¬ 
posal  of  two  handlers  with  own-farm  pro¬ 
duction  would  permit  a  producer-handler 
to  purchase  up  to  10  percent  of  his  Class 
I  sales  from  pool  sources  without  losing 
producer-handler  status. 

The  exemption  from  pricing  and  pool¬ 
ing  of  a  producer-handler  should  be  lim¬ 
ited  to  Irana  fide  producer-handlers.  It 
is  appropriate,  therefore,  to  provide  that 
to  maintain  producer-handler  status,  the 
maintenance,  care  and  management  of 
the  dairy  animals  and  other  resources 
necessary  to  produce  milk  and  the  proc¬ 
essing,  packaging  and  distribution  of 
milk  shall  be  the  personal  enterprise 
and  risk  of  the  person  involved.  The 
term  producer-handler  is  not  intended  to 
Include  any  person  who  does  not  accept 
the  responsibility  and  risk  for  the  opera¬ 
tion  of  the  plant  in  which  the  milk  of  his 
own  production  is  processed  and  bottled 
for  sale. 

Exemption  from  regulation  as  a  pro¬ 
ducer-handler  must  be  limited  to  those 
persons  whose  own  farm  production  is 
the  sole  source  of  their  Class  I  disposi¬ 
tion  (except  nonfat  solids  used  to  fortify 
Class  I  products).  To  permit  them  to 
purchase  fluid  milk  products  from  other 
sources  without  becoming  fully  regulated 
would  give  them  an  unwarranted  com¬ 
petitive  advantage  over  other  handlers 
in  the  market.  This  is  so  because  they 
would  be  able  to  retain  the  full  value  of 
their  Class  I  sales  for  themselves  without 
assuming  the  burden  of  their  own  sur¬ 
plus.  However,  as  long  as  they  produce 
their  own  Class  I  needs  and  the  neces¬ 
sary  reserves  and  handle  their  own  ex¬ 
cess  production,  producer-handlers  will 
not  have  a  signifleant  advantage  over 
regulated  handlers  imder  present  mar¬ 
keting  conditions. 

Any  milk  which  a  regulated  handler 
receives  from  a  producer-handler  would 
be  other  source  milk  and,  therefore, 
would  be  allocated  to  the  lowest  use 
classification  after  the  allocation  of 
shrinkage  on  producer  milk.  This  is 
appropriate  since  milk  disposed  of  to 
another  handler  normally  would  be  sur¬ 
plus  to  the  operation  of  the  producer- 
handler. 

In  proposing  that  a  producer-handler 
who  failed  to  qualify  as  such  in  1  month 
would  lose  his  producer-handler  status 
for  the  next  11  months,  handlers  main¬ 
tained  that  this  would  prevent  him  from 
exploiting  the  pool  by  becoming  regu¬ 
lated  when  it  was  to  his  advantage, 
while  retaining  his  exempt  status  at 
other  times.  Such  a  provision,  however, 
could  result  in  hardship  in  some  in¬ 
stances.  For  example,  an  inadvertent 
failure  to  meet  all  requirements  for  pro¬ 
ducer-handler  status  in  1  month  could 
cause  a  person  to  lose  his  designation  as 
a  producer-handler  for  an  entire  year. 
The  regulatory  effect  of  such  action 
might  too  often  tend  to  be  dispropor¬ 
tionate  to  the  relative  significance  of 
the  requirement  that  was  not  met.  Since 
a  producer-handler  must  rely  on  his 
own  production,  he  must  establish  ade¬ 


quate  production  facilities  to  assure  a 
sufQcient  milk  supply  for  his  operation. 
Because  of  this,  it  is  unlikely  that  a 
producer-handler  will  shift  back  and 
forth  between  his  exempt  status  and 
that  of  a  regulated  handler  for  the 
purpose  of  exploiting  the  pool. 

It  is  expected  that  less  than  half  of  the 
25  handlers  in  the  market  with  own- 
farm  production  will  qualify  as  producer- 
handlers  imder  the  order.  At  least  three 
such  handlers  distribute  more  than 
200,000  pounds  of  milk  monthly.  The 
combined  operations  of  these  three 
potential  producer-handlers  account  for 
more  than  10  percent  of  the  total  Class  I 
sales  in  the  proposed  marketing  area. 
Because  their  sales  are  such  a  relatively 
large  proportion  of  the  market  total, 
handlers  who  would  be  regulated  under 
the  proposed  order  stressed  the  need  to 
have  such  large  operations  regulated. 
Proponents,  however,  did  not  show  that 
these  producer-handlers  have  any  cost 
advantage  on  Class  I  milk  or  are  a  dis¬ 
ruptive  factor  in  the  market.  Moreover, 
it  was  not  established  that  exempting 
those  handlers  with  own-farm  produc¬ 
tion  who  qualify  as  producer-handlers, 
even  the  three  largest,  would  affect  ad¬ 
versely  the  competitive  position  of  regu¬ 
lated  handlers  or  producers.  For  the 
above  stated  reasons,  the  proposals  to 
limit  producer-handler  status  to  opera¬ 
tions  of  not  more  than  200,000  pounds 
of  milk  monthly  and  the  proposal  that 
would  deny  producer-handler  status  dur¬ 
ing  the  succeeding  11  months  to  a 
producer-handler  who  failed  to  qualify 
as  such  in  1  month  are  denied. 

Route.  The  term  “route”  would  mean 
a  delivery  (except  to  a  plant)  either  di¬ 
rect  or  through  any  distribution  facility 
(including  disposition  from  a  plant  store, 
vendor,  or  vending  machine)  of  a  fluid 
milk  product  classified  as  Class  I. 

Fluid  milk  products  may  be  moved 
from  a  milk  plant  to  a  distribution  fa¬ 
cility  such  as  a  warehouse,  loading  sta¬ 
tion  or  storage  plant.  The  distribution 
fr(»n  such  latter  point  would  be  con¬ 
sidered  route  distribution  from  the  milk 
plant.  To  do  otherwise  would  be  in- 
apprcHiriate  because  it  would  consider 
the  disposition  of  fluid  milk  products  to 
have  been  made  at  the  temporary  storage 
facility  instead  of  at  the  location  at 
which  such  products  are  received  by  re¬ 
tail  and  wholesale  purchasers. 

Producer.  Producer  should  mean  any 
person  (except  a  producer-handler  or  a 
governmental  agency  in  its  capacity  as 
the  operator  of  an  exempt  distributing 
plant)  who  produces  milk  in  compliance 
with  the  inspection  requirements  of  a 
duly  constituted  health  authority,  which 
milk  is  received  at  a  pool  plant  or 
diverted  therefrom  to  a  nonpool  plant 
under  certain  conditions.  The  producer 
definition  will  provide  the  necessary 
distinction  between  the  production  of 
those  farmers  whose  milk  will  be  priced 
auid  pooled  each  month  under  the  Upper 
Florida  order  and  the  receipts  at  han¬ 
dlers’  plants  from  all  other  sources. 

Fluid  milk  products.  Fluid  milk  prod¬ 
ucts  should  mean  milk  (including  frosen 
and  concentrated  milk),  flavored  milk 
and  skim  milk.  The  definition  should 


not.  however,  include  sterilised  products 
in  hermetically  sealed  containers.  The 
items  designated  as  fluid  milk  products 
pursuant  to  this  definition  are  those 
products  which,  when  disposed  of  by 
handlers,  are  included  as  Class  I  milk. 

Producer  milk.  Producer  milk  is  in¬ 
tended  to  include  all  milk  that  is  fully 
regnlated  by  the  order.  Accordingly,  it 
should  be  defined  as  all  skim  milk  and 
butterfat  contained  in  milk  received  at 
a  pool  plant  directly  from  dairy  farmers 
and  milk  diverted  from  a  pool  plant  to  a 
nonpool  plant  under  certtdn  conditions. 
As  provided  elsewhere  in  this  decision, 
milk  delivered  by  a  cooperative  as  a  bulk 
tank  handler  would  be  considered  as  a 
receipt  of  producer  milk  by  the  oi)erator 
at  the  pool  plant  at  which  it  was  physi¬ 
cally  received. 

Producer  milk  should  not  include  any 
milk  moved  from  a  farm  directly  to  an 
other  order  plant  since  such  milk’s  eligi¬ 
bility  to  be  included  under  a  Federal 
order  would  be  more  appropriately  deter¬ 
mined  at  the  other  order  plant  where  re¬ 
ceived.  In  fact,  diversion  to  such  plants 
if  permitted  could  result  in  the  pricing 
and  pooling  of  the  same  milk  under  two 
orders. 

When  milk  is  not  needed  in  the  market 
for  Class  I  purposes,  the  movement  of 
such  milk  to  a  nonpool  plant  for  manu¬ 
facturing  purposes  should  be  facilitated. 
It  is  necessary,  however,  to  provide  limi¬ 
tations  on  the  amount  of  milk  which  may 
be  diverted  so  that  only  that  milk  which 
is  genuinely  associated  with  the  market 
will  be  diverted  and  only  at  those  times 
when  it  is  not  needed  in  the  market  for 
Class  I  purposes. 

Producers  associated  with  this  market 
are  tK)t  expected  to  produce  large  quanti¬ 
ties  of  milk  in  excess  of  the  market’s  fluid 
requirements.  Diversion  provisions  are 
provided  herein  primarily  to  enable 
handlers  and  cooperative  associations  to 
divert  producer  milk  on  such  occasions 
as  weekends  and  holidays  when  the  milk 
is  not  needed  in  the  market  for  Class  I 
purposes. 

Diversion  of  producer  milk  by  a  co¬ 
operative  to  a  nonpool  plant  should  be 
limited  to  25  percent  of  the  milk  physi¬ 
cally  received  from  its  producer-mem¬ 
bers  at  pool  plants  during  the  month. 
Similarly,  milk  diverted  by  the  operator 
of  a  pool  plant  for  his  account  would  be 
limited  to  25  percent  of  the  quantity  of 
producer  milk  physically  received  at  his 
plant  during  the  month. 

The  proposed  diversion  provisions  are 
appropriate  under  the  conditions  in  the 
Upper  Florida  order  market.  There  was 
no  opposition  to  the  diversion  provi¬ 
sions.  which  were  supported  by  both  pro¬ 
ducers  and  handlers  at  the  hearing. 

Only  that  milk  genuinely  associated 
with  the  market  should  be  eligible  to  be 
diverted  to  nonpool  plants.  Therefore, 
it  is  provided  that  at  least  10  days'  pro¬ 
duction  of  a  producer  must  be  received  at 
a  pool  plant  during  the  month  to  qualify 
any  of  his  production  in  the  same  month 
for  diversion  within  the  limits  described 
above.  A  producer  shipping  on  an  every- 
other-day  basis  would  under  this  stand¬ 
ard  be  required,  in  effect,  to  ship  only 
five  days.  The.  requirement  herein 
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adopted  is  sufficient  to  estabiish  a  pro¬ 
ducer’s  association  with  the  fluid  market 
and  stiil  permit  the  necessary  flexibility 
in  diverting  milk  not  needed  for  fluid  use. 

Milk  diverted  to  nonpool  plants  in  ex¬ 
cess  of  the  limitations  provided  would 
not  be  considered  producer  milk.  Hence, 
eligibility  for  pricing  and  pooling  \mder 
the  order  would  be  forfeit^  on  a  quan¬ 
tity  of  milk  equal  to  such  excess.  In  such 
instances,  the  diverting  handler  would 
specify  which  milk  is  ineligible  as  pro¬ 
ducer  milk.  If  the  handler  fails  to  make 
such  designation,  thereby  making  it  in¬ 
feasible  for  the  market  administrator  to 
determine  which  milk  was  overdiverted, 
all  milk  diverted  to  nonpool  plants  by 
such  handler  would  be  made  ineligible 
as  producer  milk. 

Producer  milk  that  is  diverted  should 
be  priced  at  the  location  of  the  plant  to 
which  diverted  instead  of  at  the  location 
of  Uie  pool  plant  to  which  it  is  cus¬ 
tomarily  delivered.  To  provide  for  pric¬ 
ing  such  milk  at  the  latter  location  would 
be  Inappropriate.  This  is  because  it 
would  result  in  producers  in  the  market 
paying  (throiigh  the  pool)  a  transporta¬ 
tion  cost  to  the  market  on  milk  which  is 
not  moved  to  the  market  and  on  which 
an  equivalent  transportation  charge  is 
not  incurred. 

Other  source  milk.  A  definition  of 
“other  source  milk”  is  necessary  to  facili¬ 
tate  the  application  of  the  order  to  the 
various  cat^orles  of  receipts  at  a  regu¬ 
lated  plant. 

Other  source  milk  should  include  all 
skim  milk  and  butterfat  contained  in  or 
represented  by  (a)  fluid  milk  products 
and  Class  n  products  utilized  by  the 
handler  in  his  operation  (except  producer 
milk,  fluid  mUk  products  and  Class  n 
products  from  pool  plants,  and  fluid  milk 
products  and  Class  n  products  in  inven¬ 
tory  at  the  beginning  of  the  month) ,  (b) 
all  manxifactured  dairy  products  from 
any  source  (including  those  produced  at 
the  plant)  which  are  reprocessed  or  con¬ 
vert^  into  another  product  during  the 
month,  and  (c)  any  disappearance  of 
nonfluid  milk  products  in  a  form  in  which 
they  may  be  converted  into  Class  I 
products  and  which  are  not  otherwise 
accounted  for  under  the  order. 

In  order  to  verify  the  actual  utilization 
of  milk  received  from  producers,  it  is 
necessary  that  the  market  administrator 
be  in  a  position  to  reconcile  all  receipts 
of  milk  and  dairy  products  with  the  dis¬ 
position  records  of  the  plant.  If  kuch 
records  cannot  be  reconciled,  the  han¬ 
dler  must  be  held  responsible  for  the 
shrinkage  or  the  overrun  which  occurs 
as  a  result  of  the  discrepancy  between 
records  of  receipts  and  disposition. 
Otherwise,  the  handler  with  improper 
records  would  be  in  a  positicm  to  gain 
an  advantage  over  his  competitors  who 
properly  account  for  all  milk  and  dairy 
products  received.  It  is  equally  neces¬ 
sary  that  the  handler  be  required  to 
account  for  all  nonfluid  dairy  products 
in  a  form  in  which  they  can  be  converted 
into  Class  I  products.  (Xherwlse,  a  han¬ 
dler,  by  failing  to  keep  records  of  the 
nonfat  dry  milk  and  similar  products 
which  can  be  reconstituted  into  skim 
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milk  or  other  fluid  products  would  gain 
a  competitive  advantage  over  other  han¬ 
dlers  in  the  market. 

(b)  Classification  of  milk.  Milk  and 
milk  products  received  by  handlers 
should  be  classified  on  the  basis  of  skim 
milk  and  butterfat  according  to  the  form 
in  which,  or  the  purpose  for  which,  such 
skim  milk  and  butterfat  was  used  or  dis¬ 
posed  of  as  Class  I,  Class  n,  or  Class  ni 
milk. 

k^llk  is  received  by  handlers  directly 
from  dairy  farmers,  from  other  handlers, 
and  from  other  sources.  Milk  from  all 
these  sources  is  commingled  in  handlers’ 
plants.  It  is  necessary,  therefore,  to 
have  a  plan  for  allocating  the  uses  of 
milk  to  each  source  of  supply  in  order 
to  afford  a  means  to  establish  the  classi¬ 
fication  of  producer  milk  and  to  apply 
the  classified  pricing  plan. 

The  products  included  in  Class  I  milk 
are  required  by  health  authorities  in  the 
marketing  area  to  be  obtained  from  milk 
or  milk  products  from  “Grade  A’’  sources. 
The  extra  cost  of  getting  quality  milk 
produced  and  delivered  to  the  market 
in  the  condition  and  quantities  required 
makes  it  necessary  to  provide  a  price  for 
milk  used  in  Class  I  products  consider¬ 
ably  above  the  manufacturing  milk  price. 
This  higher  price  should  be  at  a  level 
which  will  yield  a  blend  price  to  farmers 
that  will  encourage  production  of  enough 
milk  to  meet  market  needs. 

In  accordance  with  these  standards, 
the  Class  I  milk  should  include  all  skim 
milk  and  butterfat  disposed  of  in  the 
form  of  milk,  flavored  milk,  and  skim 
milk.  Class  I.  however,  should  not  in¬ 
clude  any  of  the  above  products  which 
are  sterilized  and  in  hermetically  sealed 
containers.  Fluid  milk  products  to  which 
extra  skim  milk  solids  have  been  added, 
and  frozen  or  concentrated  milk  dis¬ 
posed  of  for  fluid  use  likewise  would  be 
included  as  Class  I  milk.  Any  skim  milk 
and  butterfat  not  accounted  for  in  either 
Class  n  or  Class  m  also  would  be  in¬ 
cluded  in  Class  I. 

Class  n  should  include  cream,  sour 
cream,  half  and  half,  buttermilk,  choco¬ 
late  drink,  and  acidophilus  milk.  The 
distinction  between  Class  n  products  and 
products  included  in  Class  I  is  that  the 
marketing  area  health  authorities  per¬ 
mit  the  use  of  milk  products  from  un¬ 
inspected  sources  in  the  preparation  of 
products  herein  designated  as  Class  n. 
A  separate  Class  n  classification  is  neces¬ 
sary,  therefore,  so  that  a  separate  price 
may  be  applied  consistent  with  the  some¬ 
what  lower  value  of  such  products  in 
this  market. 

Producers  proposed  that  the  skim  milk 
and  butterfat  in  the  products  herein  des¬ 
ignated  as  Class  n  dispositions  be  in¬ 
cluded  in  Class  I.  They  asserted  that 
Florida  statute  requires  that  these  prod¬ 
ucts  be  made  from  Grade  A  milk.  How¬ 
ever,  the  Director  of  Milk  Industry  for 
the  Florida  Department  of  Agriculture 
stated  that,  in  practice.  It  is  not  required 
that  Grade  A  milk  be  used  in  the  manu¬ 
facture  of  these  Class  n  products.  His¬ 
torically,  the  products  herein  designated 
as  Class  n  have  been  Included  In  a  sep¬ 
arate  classifloatlon  in  Florida  and  priced 
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significantly  below  the  Class  I  prl?e. 
Both  the  Tampa  Bay  and  Southeastern 
Florida  orders  have  a  separate  Class  U 
classification  for  these  products.  No 
change  has  taken  place  in  the  applica¬ 
tion  of  the  State  statute  to  require  any 
different  classification  for  these  products 
in  the  Upper  Florida  order  than  is  now 
provided  under  the  other  two  Federal 
orders  in  the  State  or  from  what  has 
been  historically  the  practice  in  the  mar¬ 
ket.  The  producer  proposal  to  include 
these  Class  II  products  in  the  Class  I 
classification  is  therefore  denied. 

Some  nonfat  milk  solids  are  utilized, 
through  reconstitution  or  fortification, 
in  the  preparation  of  Class  I  and  Class 
II  products  distributed  in  the  marketing 
area.  For  purposes  of  accounting  for  the 
skim  milk  required  to  produce  the  prod¬ 
uct,  the  added  nonfat  milk  solids  should 
include  the  normal  quantity  of  water 
originally  associated  with  the  solids. 
The  volume  of  the  reconstituted  or  forti¬ 
fied  product  classified  as  Class  I  or  Class 
n,  whichever  is  applicable,  would  be  a 
quantity  equal  to  the  volume  of  the  same 
product  made  without  the  addition  of 
nonfat  milk  solids.  The  remaining  vol¬ 
ume  of  the  product,  which  represents  the 
skim  milk  equivalent  of  added  nonfat 
milk  solids,  should  be  classified  as  Class 

in. 

Class  ni  should  be  all  skim  milk  and 
butterfat  used  to  produce  frozen  desserts 
(e.g..  ice  cream  and  ice  cream  mix) ,  egg¬ 
nog.  yogurt,  aerated  cream  products,  but¬ 
ter.  cheese  (including  cottage  cheese) , 
evaporated  and  condensed  milk  (plain  or 
sweetened),  nonfat  (117  milk,  dry  whole 
milk,  dry  whey,  condensed  or  dry  butter¬ 
milk,  and  sterilized  products  in  hermeti¬ 
cally  sealed  containers. 

Handlers  have  inventories  of  milk  and 
milk  products  at  the  beginning  and  end 
of  each  month  which  enter  into  the  ac¬ 
counting  for  current  receipts  and  utili¬ 
zation.  The  ac(X)unting  procedure  would 
be  facilitated  by  providing  that  month- 
end  inventories  of  fluid  milk  products 
and  Class  n  products  be  clashed  in 
Class  n  milk.  Such  inventories  would  be 
subtracted,  under  the  allocation  pro¬ 
cedures,  from  any  available  Class  n  in 
the  following  month.  The  higher  use 
value  of  any  such  skim  milk  and  butter¬ 
fat  allocated  to  Class  I  in  the  following 
month  will  be  reflected  in  returns  to 
producers. 

Inventories  should  include  all  the  skim 
milk  and  butterfat  in  bulk  and  packaged 
fluid  milk  products  and  Class  II  pnxlucts. 
Since  the  disposition  of  skim  milk  and 
butterfat  in  nonfluid  milk  products  has 
been  accounted  for  when  used  to  pro¬ 
duce  a  manufactured  dairy  product  (and 
classifled  as  Class  in  milk),  such  skim 
milk  and  butterfat  should  not  be  included 
in  inventories. 

Inventories  of  fluid  milk  products  and 
Class  n  products  on  hand  at  a  plant  at 
the  beginning  of  the  first  month  in  which 
the  order  becomes  effective  or  during  any 
month  in  which  a  plant  becomes  regu¬ 
lated  for  the  first  time  should  be  allocated 
to  any  available  Class  n  utilization  of  the 
plant  during  the  month.  This  will  pre¬ 
serve  the  priority  of  assignment  of  cur- 
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rent  producer  milk  receipts  to  current 
Class  I  utilization. 

The  proposed  method  of  handling  in¬ 
ventories  is  identical  with  that  provided 
in  the  Tampa  Bay  order.  In  urging  its 
adoption,  handlers  stressed  the  desira¬ 
bility  of  having  inventories  handled  in 
the  same  manner  in  these  adjacent 
orders. 

Producers  proposed  that  ending  inven¬ 
tories  be  clbissified  in  Class  I  and  that  the 
differences  between  the  Class  I  prices  in 
each  month  be  taken  into  account  when 
pricing  inventories  classified  in  Class  I  in 
the  following  month.  As  outlined  at  the 
hearing,  it  waus  not  shown  that  applica¬ 
tion  of  the  order  would  be  facilitated  or 
that  producers  would  realize  any  signif¬ 
icant  advantage  by  classifying  inventor¬ 
ies  in  Class  L 

The  fluid  milk  products  and  Class  n 
products  contained  in  inventory  and 
classified  in  Class  II  might  be  used  in  the 
following  month  in  a  Class  I,  Class  n,  or 
Class  ni  classification.  On  any  such  in¬ 
ventory  used  in  Class  I  in  the  following 
month,  handlers  must  pay  the  difference 
between  the  applicable  Class  I  price  in 
the  month  it  was  utilized  and  the  Class 
n  price  at  which  it  was  priced  in  the 
preceding  month.  Under  the  three- 
classification  system  provided  in  the 
Upper  Florida  order,  this  manner  of 
handling  inventories  will  tend  to  work 
out  more  practicably  and  equitably  than 
classifying  closing  inventory  in  Class  I 
in  the  manner  proposed  by  producers. 
The  producer  proposal,  therefore,  is 
denied. 

Skim  milk  and  butterfat  in  fluid  milk 
products  and  Class  n  products  dumped 
or  disposed  of  by  a  handler  for  livestock 
feed  ^ould  be  classified  as  Class  ni  milk. 
Such  outlets  often  represent  the  most  ef¬ 
ficient  means  for  disposing  of  surplus 
skim  milk.  Transportation  and  han¬ 
dling  costs  are  such  that  it  is  uneconom¬ 
ical  to  ship  relatively  small  quantities  of 
unneeded  skim  milk  to  trade  outlets  for 
surplus  skim  milk.  In  the  case  of  route 
returns  of  such  products  as  homogenized 
milk  and  chocolate  milk,  it  is  difficult 
and  impractical  to  salvage  the  butterfat 
for  further  use.  Such  butterfat  which 
is  not  salvageable  should  be  classified 
as  Class  m  when  dumped  or  disposed  of 
for  livestock  feed. 

It  would  not  be  practicable  to  permit 
in  an  unlimited  manner  the  dumping  of 
skim  milk  and  butterfat  by  pool  plant 
handlers.  Neither  would  it  be  appro¬ 
priate  to  classify  such  skim  milk  and 
butterfat,  for  which  no  better  outlet  is 
available,  in  other  than  Class  III.  Ac¬ 
cordingly,  the  order  should  clearly 
specify  a  Class  m  classification  for  skim 
milk  and  butterfat  dumped,  provided 
that  the  market  administrator  is  notified 
in  advance  and  afforded  the  opportunity 
to  verify  the  dumping. 

Waste  and  loss  of  skim  milk  and  but¬ 
terfat  experienced  in  plant  operations 
are  referred  to  as  “shrinkage.”  Since 
shrinkage  represents  disappearance  of 
milk  for  which  the  handler  must  ac¬ 
count  but  for  which  no  direct  retiu’n 
is  realized.  It  should  be  considered  as 
Class  m  milk  to  the  extent  that  the 


amount  is  reasonable  and  is  not  the 
result  of  incomplete  or  faulty  records. 

The  maximum  shrinkage  allowance  in 
Class  m  at  each  pool  plant  should  be 
2  percent  of  producer  milk  (except  that 
diverted  to  a  nonpool  plant  or  for  which 
a  cooperative  association  is  the  handler) , 
plus  1.5  percent  of  producer  milk  from  a 
cooperative  as  a  handler  and  bulk  fluid 
milk  products  from  pool  plants  of  other 
handlers  and  less  1.5  percent  of  bulk 
fluid  milk  products  transferred  to  other 
plants  (except  pool  plants  of  the  same 
handler).  A  1.5  percent  shrinkage  al¬ 
lowance  would  be  allowed  on  bulk  fiuid 
milk  products  received  from  other  order 
plants  and  unregulated  supply  plants 
(exclusive  of  the  quantity  for  which  Class 
n  or  Cfisiss  ni  utilization  is  requested  by 
the  handler). 

Plants  which  are  operated  in  a  reason¬ 
ably  efficient  manner  and  for  which  ac¬ 
curate  records  of  receipts  and  utilization 
are  maintained  should  not  have  plant 
losses  in  excess  of  the  maximums  pro¬ 
vided.  Any  shrinkage  in  excess  of  the 
maximums  should  be  classified  as  Class 
I  milk.  This  is  reasonable  and  necessary 
to  strengthen  the  classified  pricing  plan 
and  will  tend  to  encourage  maintenance 
of  adequate  records  and  efficient  han¬ 
dling  of  milk. 

As  provided  elsewhere  in  this  decision, 
a  cooperative  would  be  the  handler  for 
milk  delivered  from  producers’  farms  to 
the  pool  plant  of  another  handler  in  a 
tank  truck  owned  and  operated  by  or 
under  contract  to  such  cooperative. 
When  a  cooperative  Is  a  handler  under 
such  conditions,  the  operator  of  a  pool 
plant  receiving  this  bulk  tank  milk  di¬ 
rectly  from  the  farm  would  settle  wiUi 
the  pool  and  the  cooperative  for  such 
milk  in  the  same  manner  as  a  receipt 
from  producers.  However,  the  full  2 
percent  allowance  for  shrinkage  would 
be  permitted  the  handler  only  if  he  Is 
purchasing  the  milk  on  the  basis  of  farm 
weights  and  has  so  notified  the  maiket 
administrator.  Otherwise,  the  maxi¬ 
mum  shrinkage  in  Class  m  allowed  the 
handler  on  such  milk  would  be  1.5  per¬ 
cent.  and  the  cooperative  would  be  re¬ 
sponsible  for  any  difference  between  the 
gross  weight  of  producer  milk  received 
in  the  tank  truck  at  the  farms  and  that 
delivered  to  pool  plants.  This  proce¬ 
dure  is  followed  In  a  number  of  other 
Federal  orders  and  provides  a  reason¬ 
able  basis  for  the  allocation  of  the 
shrinkage  allowance  in  those  instances 
wherein  the  coor>erative  is  the  responsi¬ 
ble  handler  with  respect  to  milk  picked 
up  at  producers’  fanns  in  bulk  tank 
trucks. 

In  those  instances  in  which  a  pool 
plant  operator  is  not  purchasing  farm 
tank  milk  (from  a  cooperative  as  a  han¬ 
dler)  on  the  basis  of  farm  weights,  any 
difference  between  the  quantities  of  pro¬ 
ducer  milk  determined  at  the  farm  and 
ascertained  as  physically  received  by  the 
operator  of  the  p(x>l  plant  would  be  con¬ 
sidered  a  receipt  of  producer  milk  by  the 
cooperative  at  the  location  of  the  pool 
plant.  The  cooperative  would  report 
such  differences,  which  may  reasonably 
be  expected  to  be  within  0.5  percent  of 
the  quantity  of  producer  milk  deter¬ 


mined  on  the  basis  of  farm  weights  dur¬ 
ing  the  month,  to  the  market  adminis¬ 
trator  for  inclusion  in  the  monthly  pool 
computation.  Up  to  0.5  percent  of  the 
total  producer  farm  tank  milk  Involved 
would  be  reported  and  pooled  as  Class 
m;  any  such  difference  in  excess  of  the 
maximum  allowable  Class  m  shrinkage 
of  0.5  percent  would  be  Class  I.  ’The  co¬ 
operative  would  be  responsible  for  set¬ 
tling  with  the  producer-settlement  fund 
for  the  total  quantity  of  shrinkage  it  re¬ 
ported.  If  the  quantities  of  bulk  tank 
milk  physically  received  at  a  pool  plant 
from  a  cooperative  during  the  month  is 
the  same  as  or  greater  than  farm 
weights,  the  cooperative  would  have  no 
settlement  to  make  with  the  producer- 
settlement  fimd  on  such  milk.  However, 
in  those  instances  wherein  the  quantities 
of  milk  physically  received  at  p^  plants 
are  greater  than  the  farm  weights,  the 
pool  plsmt  operator’s  obligation  to  the 
cooperative  and  the  producer-settlement 
fund  would  be  on  the  basis  of  the  weights 
ascertained  at  his  plant. 

It  is  appropriate  to  limit  the  volume  of 
unregulated  supply  plant  milk  and  other 
order  milk  that  may  be  classified  in  Class 
m  as  shrinkage  since  these  t}rpes  of  re¬ 
ceipts  are  allocated  pro  rata  to  class  uses 
along  with  quantities  received  from  pool 
plants  and  producers.  Under  the  allo¬ 
cation  system  provided,  such  other 
source  milk  will  share  with  producer 
milk  in  any  shrinkage  allocated  to  Class 
I  when  the  specified  Class  HI  shrinkage 
limitations  are  exceeded.  No  specific 
shrinkage  limit  is  necessary  on  unregu¬ 
lated  or  other  order  milk  that  does  not 
share  a  pro  rata  assignment  and  thus  is 
allocated  first  to  Class  IH  uses,  since  the 
allocation  procedure  insures  assignment 
of  such  milk  to  Class  m  in  an  amount 
at  least  equal  to  the  shrinkage  that  may 
be  associated  therewith. 

To  insure  an  equitable  assignment  of 
total  shrinkage  to  the  two  categories  of 
receipts  (i.e..  receipts  for  which  there  is 
a  percentage  limitation  for  Class  III 
shiinkage  assignment  and  receipts  for 
which  there  is  no  such  limitation),  the 
total  shrinkage  should  be  prorated  to 
these  two  categories. 

Skim  milk  and  butterfat  are  not  used 
in  most  products  in  the  same  proportions 
farmers  and,  therefore,  should  be  classl- 
as  contained  in  the  milk  received  from 
fled  according  to  their  separate  uses. 
’The  skim  milk  and  butterfat  content  of 
milk  products  received  and  disposed  of 
by  a  handler  can  be  determined  through 
certain  testing  procedures.  Some  prod¬ 
ucts  such  as  ice  cream  and  condensed 
products  present  a  difficult  problem  of 
testing  in  that  some  of  the  water  con¬ 
tained  in  the  milk  has  been  removed.  It 
is  desirable  in  the  case  of  such  products 
to  provide  an  appropriate  means  of  as¬ 
certaining  the  amount  of  skim  milk  and 
butterfat  used  to  produce  such  products. 
’The  accounting  procedure  to  be  used  in 
the  case  of  concentrated  milk  products 
such  as  condensed  milk  or  nonfat  dry 
milk  should  be  based  on  the  pounds  of 
milk  or  skim  milk  required  to  produce 
such  product. 

Skim  milk  and  butterfat  used  to  pro¬ 
duce  Class  in  products  should  be  con- 
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sldered  to  be  disposed  of  when  the  Class 
ni  product  is  produced.  Handlers  will 
need  to  maintain  stock  records  on  such 
products,  however,  to  permit  audit  of 
their  utilization  records  by  the  market 
administrator  so  that  verification  of  such 
Class  m  uses  may  be  made.  If  a  han¬ 
dler  fails  to  keep  the  necessary  records 
for  verification  purposes,  the  skim  milk 
and  butterfat  will  be  reclassified  as  Class 
I  milk. 

Each  handler  must  be  held  responsible 
for  a  full  accounting  of  all  his  receipts 
of  skim  milk  or  butterfat  in  any  form. 
A  handler  who  first  receives  milk  from 
dairy  farmers  should  be  held  responsible 
for  establishing  the  classification  of  and 
making  payment  for  such  milk.  Fixing 
responsibilities  in  this  manner  is  neces¬ 
sary  to  effectively  administer  the  provi¬ 
sions  of  the  order. 

Except  for  the  quantities  of  shrinkage 
that  may  be  classified  in  Class  m.  all 
skim  milk  and  butterfat  for  which  the 
handler  cannot  establi^  utilization 
should  be  classified  as  Class  I  milk.  This 
provision  is  necessary  to  remove  any  ad¬ 
vantage  that  might  accrue  to  handlers 
who  fail  to  keep  complete  and  accurate 
records  and  to  assure  that  dairy  farmers 
receive  payment  for  their  mtik  on  the 
basis  of  its  use.  Accordingly,  the  biirden 
of  pitMf  should  be  on  the  handler  to 
establish  the  utilization  of  any  milk  as 
other  than  Class  I. 

Transfers.  Some  Class  I  or  Class  n 
items  may  be  disposed  of  to  other  plants 
for  Class  in  use.  It  is  necessary,  there¬ 
fore,  to  provide  specific  rules  so  that  the 
classification  of  such  transfers  may  be 
determined  under  this  order. 

Fluid  milk  products  and  Class  n  prod¬ 
ucts  transferred  from  a  pool  plant  to  the 
pool  plant  of  another  handler  should  be 
classified  as  Class  I  milk  \mless  utiliza¬ 
tion  as  Class  n  or  Class  m  milk  is 
claimed  for  both  plants  on  the  reports 
submitted  for  the  month  to  the  market 
administrator.  However,  sufficient  Class 
n  or  Class  m  utilization  must  be  avail¬ 
able  at  the  transferee  plant  for  such 
assignment  after  the  allocation  of  all 
other  source  milk  at  such  transferee 
plant  during  the  month.  Moreover,  if 
other  source  milk  of  the  type  to  which 
a  surplus  value  inherently  applies  (such 
as  nonfat  milk  solids)  has  bMn  received 
at  the  shipping  plant  during  the  month, 
the  skim  milk  or  butterfat  in  fluid  milk 
products  or  Class  n  products  Involved 
in  such  transfer  should  be  classified  so 
as  to  allocate  the  least  possible  Class  I 
utilization  to  such  other  source  milk  if 
the  shipping  handler  receives  other 
source  milk  from  an  imregulated  supply 
plant  or  an  other  order  plant,  the  trans¬ 
ferred  Quantities,  up  to  the  total  of  such 
receipts,  should  not  be  CTlass  I  to  a  greater 
extent  than  would  be  applicable  to  a  like 
quantity  of  such  other  source  milk  re¬ 
ceived  at  the  transferee  plant. 

Fluid  milk  products  or  Class  n  prod¬ 
ucts  transferred  or  diverted  to  a  non¬ 
pool  plant  (Other  than  transfers  to  the 
plant  of  a  producer-handler,  an  exempt 
distributing  plant,  or  an  other  order 
plant)  should  be  classified  as  Class  I  milk 
unless  certain  conditions  are  met.  The 
operator  of  the  nonpool  plant,  if  re- 
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quested,  should  make  his  books  and  rec¬ 
ords  available  to  the  market  administra¬ 
tor  for  the  purpose  of  verifying  the  re¬ 
ceipts  and  utilization  of  milk  and  milk 
products  in  such  nonpool  plant.  Provi¬ 
sion  for  verification  by  the  market  ad¬ 
ministrator  is  reasonable  and  necessary 
to  insure  proper  application  of  the  clas¬ 
sification  procedures  prescribed  in  the 
order. 

Any  (Hass  I  utilization  disposed  of  on 
routes  in  this  marketing  area  from  the 
nonpool  plant  should  be  first  assigned  to 
fluid  milk  products  transferred  from  pool 
plants  and  then  pro  rata  to  receipts  from 
ail  other  order  plants  and  last  to  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  the 
regular  source  of  Grade  A  milk  for  the 
nonpool  plant. 

Any  Class  I  utilization  disposed  of  on 
from  the  nonpool  plant  on  routes  in  the 
marketing  area  of  another  Federal  order 
should  be  assigned  to  fluid  milk  products 
transferred  or  diverted  from  plants  fully 
regulated  by  that  order,  then  pro  rata  to 
fluid  milk  products  received  from  plants 
regulated  by  this  order  and  all  other 
Federal  orders  and  thereafter  to  the  non¬ 
pool  plant’s  regular  Grade  A  didry 
farmers. 

Any  Class  I  utilization  remaining  in 
the  nonpool  plant  after  the  above  assign¬ 
ments  should  be  assigned  to  the  plant’s 
regular  Grade  A  dairy  farmers  and  then 
pro  rata  to  unassigned  receipts  from 
plants  regxilated  by  this  order  and  other 
orders. 

After  the  above  assignments  to  Class  I 
are  made,  any  remaining  receipts  of  fluid 
milk  products  from  pool  plants  would  be 
classified  in  sequence  as  Class  in  and 
then  Class  n.  Also,  any  Class  n  mlik 
which  Is  not  assigned  pursuant  to  the 
above  sequence  would  be  classified  as 
Class  n. 

The  method  herein  recommended  for 
classifying  transfers  and  diversions  to 
nonpool  plants  accords  equitable  treat¬ 
ment  to  order  handlers  and  also  gives  ap¬ 
propriate  recognition  to  handlers  in 
other  regulated  markets  in  the  classifica¬ 
tion  of  milk  transferred  to  a  conunon 
nonpool  plant.  Giving  highest  use  pri¬ 
ority  to  dairy  fanners  directly  supply¬ 
ing  a  n(Hiixx>l  plant  recognizes  that  they 
are  the  regular  and  dependable  source  of 
supply  of  milk  for  fluid  use  at  such  plant 
The  pnHMsed  method  of  classification 
will  safeguard  the  primary  functions  of 
the  transfer  provision  of  the  order  by 
promoting  orderly  dlqxMal  of  reserve 
supplies  and  in  assuring  that  shipments 
to  nonpool  i^ants  will  be  classified  in  an 
equitable  manner. 

In  the  case  of  fluid  milk  products  or 
Class  n  products  transferred  from  pool 
plants  to  other  order  plsmts,  specific 
rules  are  necessary  to  provide  equitaUe 
treatment  to  the  handlers  in  both  orders 
and  coordinate  the  clasidfleation  under 
the  orders. 

Such  products  transferred  to  an  other 
order  plant  in  excess  of  receipts  from 
such  plant  in  the  same  category  (pack¬ 
aged.  bulk  designated  for  surplus  dis¬ 
posal.  or  bulk  milk  not  so  designated) 
should  be  classified  in  the  comparaUe 
classes  to  which  allocated  under  the 
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other  order.  If  the  operators  of  both  the 
transferor  and  transferee  plants  so  re¬ 
quest,  transfers  in  bulk  form  should  be 
classified  as  Class  n  or  Class  in  to  the 
extent  that  Class  n  or  Class  HI  utiliza¬ 
tion  (or  comparable  utilization  under 
such  other  order)  is  available  for  such 
assignment  under  the  allocation  pro¬ 
visions  of  the  transferee  order.  Such  re¬ 
quests  should  be  filed  with  the  respective 
market  administrators  with  their  reports 
of  receipts  and  utilization  for  the  month. 

If  information  concerning  the  classifi¬ 
cation  to  which  the  products  transferred 
are  allocated  under  the  transferee  order 
is  not  available  to  the  market  adminis¬ 
trator  for  -purposes  of  establishing 
classification  imder  this  order,  then 
classification  of  fluid  milk  products  and 
Class  n  products  transferred  should  be 
as  Class  I  and  Class  n.  respectively,  sub¬ 
ject  to  adjustment  when  such  informa¬ 
tion  is  available.  If  the  transferee  order 
provides  for  more  than  two  classes  of 
utilization,  allocations  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  (dassifled  as  Class  I,  a^  allocations 
to  other  classes  should  be  classified  in  a 
comparable  classification  as  Class  n  or 
CHassin. 

If  the  form  in  which  a  fluid  milk  prod¬ 
uct  is  transferred  to  an  other  order  plant 
is  not  defined  as  a  fluid  milk  product 
under  such  other  order,  classification 
should  be  in  accordance  with  the  form 
in  which  it  leaves  the  transferor  plant. 
This  would  be  the  case  where  the  clas¬ 
sification  of  a  product  differs  in  the  idiip- 
ping  and  receiving  markets  and  accord¬ 
ing  identical  classification  is  not  possible. 
These  differences  exist  primarily  be¬ 
cause  the  health  authorities  in  different 
areas  have  varying  requirements  with 
req)ect  to  the  use  of  Grade  A  milk  in 
some  milk  products.  Hence,  the  order 
provisions  must  be  designed  to  accom¬ 
modate  the  differences  in  classification 
which  might  exist  in  this  order  compared 
to  any  order  market  from  which  such 
product  is  received. 

Allocation.  Because  the  value  of  pro¬ 
ducer  milk  is  based  on  its  classification, 
the  order  must  prescribe  an  assignment 
of  receipts  from  all  sources  during  the 
month  to  establish  such  classification. 

’The  system  of  allocating  handlers’ 
receipts  to  the  various  classes  must  be 
similar  to  that  adopted  in  the  decisions 
issued  June  18.  1964,  for  76  milk  orders, 
of  which  offleiiu  noUce  has  been  taken. 
These  decisions  were  designed  to  inte¬ 
grate  into  the  regulatory  plan  of  each 
of  the  orders  milk  which  is  not  subject 
to  classified  pricing  under  any  order,  and 
to  apply  the  regulatory  plan  of  each  of 
the  orders  to  milk  related  imder  an¬ 
other  order  which  is  diq?osed  of  from  the 
other  order  plant  on  routes  in  the  mar¬ 
keting  area,  or  is  received  at  a  fully  reg¬ 
ulated  plant.  Inasmuch  as  those  deci¬ 
sions  set  forth  the  standards  for  dealing 
sdth  \mregulated  milk  under  Federal 
orders  generally,  it  is  desirable  that  the 
system  of  allocation  under  this  order  be 
similar.  Further,  the  treatment  of  other 
order  milk  should  conform  with  the  plan 
Included  in  those  decisions  so  as  to  co¬ 
ordinate  the  applicable  regulations  on 
all  movements  of  milk  between  Federal 
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order  markets.  Producers  and  handlers 
recognized  the  necessity  for  such  co¬ 
ordination  and  proposed  allocation  pro¬ 
visions  similar  to  those  adopted  in  other 
orders. 

Except  for  relatively  minor  variations 
to  accommodate  this  individual  market’s 
situation,  the  general  scheme  of  alloca¬ 
tion  must  be  based  on  the  considerations 
of  coordination  among  markets  and  uni¬ 
form  treatment  of  unregulated  milk  in 
the  several  markets. 

When  a  handler  receives  a  Class  II 
product  from  nonpool  plants  in  the  same 
month  that  he  utilizes  producer  milk  to 
make  Class  II  products,  there  is  usually 
an  intermingling  of  such  products  at  the 
plant.  However,  some  handlers  may,  at 
times,  receive  Class  II  products  from 
nonpool  plants  for  Class  HI  utilizations 
in  their  plants.  It  would  be  appropriate 
in  such  instances  to  subtract  these  re¬ 
ceipts  from  nonpool  sources  from  the 
handler’s  available  Class  HI  utilization  if 
the  handler  so  requested  it.  Otherwise 
it  is  not  possible  to  ascertain  what  pro¬ 
portion  of  the  Class  II  products  from 
each  source  was  actually  used  in  the 
handler’s  Class  H  and  Class  III  disposi¬ 
tions.  To  give  priority  in  the  assignment 
of  a  handler's  Class  II  utilization  to 
either  the  Class  II  products  produced 
at  his  plant  or  those  obtained  from  non- 
pool  sources  might  often  result  in  in¬ 
equities,  under  different  circumstances, 
to  both  producers  and  handlers.  Be¬ 
cause  Class  n  products  from  all  sources 
are  Intermingled  at  the  plant  and  since 
such  products  may  be  disposed  of  in 
either  Class  II  or  Class  III  utilizations, 
equity  to  both  producers  and  handlers 
will  be  best  achieved  by  allocating  the 
available  Class  II  utilization  of  a  handler 
on  a  pro  rata  basis  to  the  skim  milk  and 
butterfat  in  Class  II  products  received 
from  nonpool  plants  and  those  produced 
at  the  plant. 

Milk  received  at  regulated  plants  from 
unregulated  plants.  When  unregulated 
milk  eligible  for  Class  I  distribution  in 
the  marketing  area  is  received  at  a  pool 
plant,  provision  must  be  made  for  its 
allocation  to  the  total  available  classifi¬ 
cation  of  such  pool  plant  and  for  provid¬ 
ing  an  appropriate  rate  of  payment  to 
the  producer-settlement  fund  on  any 
such  milk  allocated  to  Class  I. 

The  order  should  provide  that  fluid 
milk  products  moved  from  an  unregu¬ 
lated  plant  to  a  pool  plant  be  classified 
as  Class  II  or  Class  IH  milk  if  so  reported 
by  the  op>erator  of  the  regulated  plant. 
Milk  may  be  purchased  by  a  pool  plant 
operator  from  an  unregulated  plant 
either  for  use  in  his  manufacturing  (4>er- 
ation  or  in  connection  with  his  Class  I  or 
Class  II  requirements.  When  the  pur¬ 
chase  is  for  Class  H  or  manufacturing 
uses,  the  order  should  accommodate  this 
by  providing  that  such  milk  be  allocated 
to  the  indicated  class  utilization  in  the 
pool  plant.  ’This  treatment  of  unregu¬ 
lated  milk  further  serves  to  accommo¬ 
date  unregulated  plants  which  have  sur¬ 
plus  milk  but  do  not  have  manufacturing 
facilities.  Hence,  it  will  make  available 
as  an  outlet  any  manufacturing  facilities 
of  txK)l  plants  without  involving  the  un¬ 
regulated  plant  in  the  regulation.  When, 


however.  Class  II  or  Class  HI  utilization 
In  a  regulated  plant  is  insufBcient  for  the 
assignment  of  all  fluid  milk  products 
from  unregulated  plants  to  the  agreed 
manufacturing  iise,  the  remainder,  of 
course,  must  be  allocated  to  Class  I. 

Other  categories  of  milk  receipts  as¬ 
signed  first  to  Class  HI  use  (down  allo¬ 
cated)  should  include  receipts  from  pro¬ 
ducer-handlers,  receipts  from  exempt 
distributing  plants,  receipts  without 
Grade  A  certification,  and  reconstituted 
milk.  The  reasons  for  such  assignment 
are  explained  in  subsequent  findings  on 
the.se  specific  types  of  receipts. 

With  respect  to  the  general  category 
of  milk  received  from  unregulated  plants 
(not  producer-handlers  or  exempt  dis¬ 
tributing  plants,  however)  the  order 
should  provide  that  (within  limits)  un¬ 
regulated  milk  received  at  a  pool  plant, 
which  is  not  specifically  designated  for 
manufacturing  use,  be  assigned  a  classifi¬ 
cation  which  is  pro  rata  to  regulated  milk 
received  by  the  operator  of  such  plant. 
’This  should  be  provided  because  classifi¬ 
cation  of  bulk  milk  cannot  be  determined 
on  the  basis  of  its  inherent  characteris¬ 
tics  as  either  Class  I  (i.e.,  in  bottles)  or 
as  surplus  (i.e.,  as  in  manufactured  prod¬ 
ucts)  .  Its  classification  depends  upon  its 
utilization  by  the  handler  who  receives  it. 
Unless  the  regulated  handler  accepts  the 
milk  for  Class  II  or  IH  use,  a  method  as 
described  herein  must  be  provided  for 
assigning  the  unregulated  bulk  milk  to 
classes  of  use.  By  assigning  it  pro  rata 
with  regulated  milk  (within  limits),  its 
indeterminate  character  as  Class  I,  H,  or 
III  will  be  recognized  up  to  the  limit 
provided. 

A  limit  must  be  placed  on  the  amount 
of  unregulated  milk  which  may  share  full 
classification  with  regulated  milk.  The 
receipt  of  unregulated  milk  in  a  regulated 
handler’s  operation  is  always  a  source  of 
danger  to  the  regulatory  plan.  Handlers 
often  obtain  unregulated  milk  because  it 
is  a  cheaper  source  of  supply  than  regu¬ 
lated  milk.  Unless  some  limitaticm  is 
placed  (Ml  the  volume  of  unregulated 
milk  that  may  be  prorated,  a  handler 
with  a  supply  of  regulated  milk  adequate 
for  his  Class  I  requirements  could 
acquire  cheaper  unregulated  milk  to  in¬ 
crease  his  manufacturing  uses.  This 
milk  would  share  in  his  Class  I  utilization 
while  an  equal  volume  of  regulated  milk 
would  be  assigned  to  the  expanded  sur¬ 
plus  use.  This  would  impair  the  effec¬ 
tiveness  of  the  regulation. 

The  limit  placed  on  the  amount  of  un¬ 
regulated  milk  to  be  assigned  pro  rata 
with  regulated  milk  is  such  that  when, 
as  a  result  of  proration  or  assignment, 
as  much  as  20  percent  of  all  regulated 
milk  in  the  handler’s  plant  is  assigned 
to  Class  n  and  Class  HI,  all  additional 
unregulated  milk  will  then  be  assigned 
to  such  lower  classes.  A  reserve  of  milk 
for  fluid  requirements  on  a  marketwide 
basis  more  or  less  than  20  percent  of  all 
handlers’  receipts  may  be  required,  de¬ 
pending  upon  seasonal  and  other  con¬ 
siderations.  An  individual  handler  as¬ 
sociated  with  a  regulated  fluid  market 
(whose  main  purpose  is  to  furnish  Class  I 
milk  to  the  market)  will  not  need  un¬ 
regulated  milk  for  the  purpose  of  main¬ 


taining  an  adequate  supply  to  service 
Class  I  sales  in  amounts  which  will  in¬ 
crease  his  reserve  above  20  percent  of  his 
total  receipts  in  any  given  month. 
Whenever  a  handler  has  a  milk  supply 
such  that  20  (>ercent  of  his  receipts  are 
in  Class  n  and  Class  HI,  he  is  fully  sup¬ 
plied  for  furnishing  a  regulated  Class  I 
market.  Even  though  a  situation  could 
conceivably  arise  where,  because  of  the 
disruption  of  normal  supplies,  a  han¬ 
dler  receives  milk  from  unregulated 
sources  in  excess  of  the  quantities  that 
may  be  prorated,  the  attairunent  of  effec¬ 
tive  regulation  nevertheless  requires  the 
imposition  of  this  limit. 

It  is  provided  that  in  assigning  un¬ 
regulated  bulk  milk  for  purposes  of  clas¬ 
sification,  the  overall  utilization  of  the 
handler  at  all  of  his  plants  regulated 
under  the  order '  (rather  than  the  utili¬ 
zation  at  a  single  plant)  should  be  used. 
’This  is  necessary  for  the  same  reasons, 
set  forth  later  in  this  decision,  which 
apply  to  receipts  of  milk  from  plants 
regulated  by  other  orders. 

Payment  at  the  difference  between  the 
Class  I  and  uniform  prices  should  be 
made  by  the  receiving  handler  into  the 
producer-settlement  fund  on  the  portion 
of  unregulated  milk  which  is  assigned 
to  Class  I  through  proration.  'There  can 
be  no  question  that  the  Class  I  price 
basically  should  apply  to  both  regulated 
and  unregulated  milk  used  in  a  fully 
regulated  plant  as  Class  I  milk.  To  at¬ 
tribute  any  different  valuation  on  the 
unregulated  milk  would  automatically 
result  in  inequity  as  compared  with  reg¬ 
ulated  milk  similarly  utilized. 

Although  there  is  no  room  for  doubt 
as  to  the  need  to  attribute  a  Class  I 
value  for  any  milk  so  utilized  (the 
minuend),  the  proper  credit  to  be  al¬ 
lowed  to  milk  from  unregulated  plants 
is  not  clear;  i.e.,  what  subtrahend  ^ould 
be  used  in  such  a  payment  formula.  It 
may  be  expected  that  in  many  situations 
a  payment  at  any  lesser  rate  than  the 
difference  between  the  Class  I  price  and 
the  value  of  such  milk  as  surplus  would 
give  unwarranted  price  advantage  to  un¬ 
regulated  milk  over  producer  milk  simi¬ 
larly  utilized. 

Milk  at  unregulated  plants  may  be 
purchased  from  dairy  farmers  on  a  flat 
price  basis  without  regard  to  use  classi¬ 
fication.  Although  most  of  the  milk  so 
purchased  by  the  unregulated  plant  op¬ 
erator  may  be  intended  for  local  dis¬ 
tribution  outside  the  regulated  market, 
excess  milk  supplies  on  a  daily  and  sea¬ 
sonal  basis  will  arise  as  they  also  do  in 
regulated  plants. 

This  frequently  leaves  excess  milk  at 
unregulated  plants  which  is  truly  surplus 
to  the  normal  fluid  needs  of  those  plants. 
This  situation  is  accentuated  at  certain 
times  of  the  year  when  there  are  char¬ 
acteristic  seasonal  increases  in  the  pro¬ 
duction  of  milk  without  corresiX)nding 
increases  in  the  demand  for  milk.  If  it 
were  not  for  the  sale  in  the  regulated 
market,  such  milk  would  have  no  higher 

*Such  total  utilization  would  be  subject 
to  certain  prior  deductions  for  receipts  as¬ 
signed  to  the  surplus  classification  as  men¬ 
tioned  in  prior  findings. 
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value  to  the  plant  operator  than  Its  sur¬ 
plus  value.  In  such  circumstances,  the 
operat<v  of  s\ich  an  unregulated  plwt. 
Including  the  fringe  distributor,  has 
great  Incentive  to  "dump”  his  surplus 
iwiiic  Into  the  reg\ilated  market  or  Its 
supply  system  at  any  price  higher  than  a 
surplus  price  and  thereby  obtain  a  com¬ 
petitive  advantage  for  such  milk  over 
regulated  milk.  Regulated  handlers 
caruiot  similarly  convert  otherwise  sur¬ 
plus  Class  in  milk  Into  Class  I  utilisation 
without  8M«»imtlng  to  the  producer- 
settlonent  fund  at  the  full  difference 
between  these  two  utilisations,  l.e.,  they 
account  at  Class  I  rather  than  Class  m. 
There  would  then  appear  to  be  substan¬ 
tial  Juiilflcatlon  for  the  same  rate  of 
charge  against  milk  from  unregulated 
plants  obtained  and  used  In  similar 
circumstances. 

E^ren  though  surplus  milk  obviously  la 
available  to  handlers  from  time  to  time, 
there  Is  no  Indication  that  they  have  ex¬ 
ploited  their  opportunities  to  use  such 
milk.  It  Is  concluded,  therefore.  In  the 
light  of  the  decision  of  the  Supreme 
Court  In  the  Lehigh  VaUey  case,  and  be¬ 
cause  of  the  administrative  difficulty  in 
determining  whether  particular  milk 
from  an  unregulated  plant  utilized  as 
I  In  this  market  actually  had  only 
a  surplus  value  or  cost  at  source,  that 
the  charge  should  be  limited  to  the  dif¬ 
ference  between  the  Class  I  price  and  the 
uniform  price,  both  adjusted  for  butter- 
fat  content  and  the  location  of  the  un- 
resrulated  plant  from  which  the  milk  was 
received.  Although  the  use  of  the  uni¬ 
form  price  as  the  subtrahend  will  not 
assure  complete  removal  of  the  price  ad¬ 
vantage  which  may  exist  for  some  milk 
for  the  reasons  Just  stated.  It  neverthe¬ 
less  will  serve  to  minimize  this  advantage 
in  such  cases,  and  generally  should  be  an 
equltaMe  means  of  providing  a  reason¬ 
able  measure  of  protection  to  the  regu¬ 
latory  plan.  If  subsequent  experience 
shows  that  such  payment  is  not  protect¬ 
ing  the  regulatory  plan,  then  on  the  basis 
of  specific  evidence,  another  rate  of  pay¬ 
ment  or  another  plan  will  need  to  be 
devised. 

As  a  means  of  carrying  out  the  equali¬ 
zation  provided  by  maiicet  pooling,  reg¬ 
ulated  handlers  are  required  to  pay  the 
uniform  price  to  their  own  producers 
and.  In  addition,  are  required  to  pay  to 
the  producer-settlement  fund  the  full 
difference  between  the  Class  I  price  and 
such  uniform  price  on  all  regulated  milk 
classified  as  Class  I  because  of  Its  use  as 
fiuld  milk.  Unregulated  milk  similarly 
used  as  Class  I  milk  by  a  regulated  han¬ 
dler  likewise  should  carry  a  payment  to 
the  producer-settlement  fund  at  least  at 
the  same  rate  as  that  required  of  regu¬ 
lated  milk.  If  the  handler  buys  regu¬ 
lated  milk  at  a  price  in  excess  of  the 
uniform  price,  he  receives  no  credit  for 
this  excess  payment  In  accounting  to 
the  producer-settlonent  fund.  Neither 
should  he  receive  credit  for  any  amount 
paid  for  unregulated  milk  In  excess  of 
the  uniform  price.  Both  the  regulated 
and  uiuegulated  milk,  therefore,  will  be 
credited  at  only  the  uniform  price  In 
accounting  to  the  producer -settlement 
fund. 


These  paymwits  are  not  unfair  or 
brirdensome  to  the  dairy  farmer  supply¬ 
ing  the  uxu'egulated  plant,  whose  milk  Is 
used  as  Class  I  milk  by  a  regulated  han¬ 
dler.  The  allowance  of  a  credit  for  milk 
from  unregulated  plants  used  as  Class  I 
by  the  regulated  handler  at  the  uniform 
price  level  will  provide  opportunity  to  the 
unregulated  plant  operator  to  pay  his 
dairy  farmers  at  least  the  uniform  price 
on  these  Class  I  sales.  The  order  cannot, 
of  course,  guarantee  to- the  dairy  farmer 
that  his  purchaser  in  fact  will  pay  this 
full  uniform  price  to  him. 

The  order  must  contain  provisions  of 
this  kind  which  serve  to  adequately  relate 
to  the  total  scheme  of  regulation  that 
milk  received  by  regulated  handlers 
which  Is  not  subject  to  full  regulation. 
Otherwise,  the  very  existence  of  the  mar¬ 
ket  pool  order  may  establish  the  condition 
which  makes  impractical  the  attainment 
of  the  regulatory  objective  of  stabilizing 
the  market  in  the  manner  prescribed  by 
the  statute.  Consequently,  the  Secretary 
must  protect,  to  the  extent  consistent 
with  the  Act.  the  regulatory  plan  in  any 
marketing  area  against  defeat  or  impair¬ 
ment  because  of  the  introduction  into 
the  marketing  area  of  milk  from  unreg¬ 
ulated  sources  which  is  not  subject  to 
full  regulation. 

There  may  be  instances  where  a  dis¬ 
tributor  is  subject  to  State  milk  control 
and  pays  the  State  minimum  price  on 
all  of  his  receipts  of  milk  including  some 
that  is  assign^  as  Class  I  in  a  federally 
regulated  market.  The  method  of  as¬ 
signment  and  rate  of  pajmaent  into  the 
pr<^ucer-settlement  fund  applicable  to 
other  unregulated  milk  must  also  be 
applied  to  this  source  of  “unreg\ilated” 
milk  even  though  the  SUte  regulated 
distributor  may  have  paid  a  price  for 
the  Class  I  milk  disposed  of  In  the  Fed¬ 
eral  order  market  that  was  higher  than 
the  uniform  price  established  by  the 
Federal  order.  This  is  necessary  for  the 
same  reasons  as  awly  to  any  operator 
of  a  plant  who.  for  whatever  reasons, 
pays  a  price  for  milk  higher  than  the 
Federal  order  uniform  price. 

The  evidence  does  not  show  that  pack¬ 
aged  milk  is  received  from  unregulated 
plants.  However,  in  case  such  a  contin¬ 
gency  should  arise  In  the  future,  a  rule 
for  de<^Hng  with  It  must  be  provided.  In 
the  absence  of  evidence  as  to  a  specific 
method  of  dealing  with  such  receipts,  it 
should  be  provided  that  packaged  milk 
rec^ved  from  an  unregulated  plant  will 
be  treated  the  same  as  bulk  milk. 

Producer-handler  surplus,  reconstt- 
tuted  miik,  non-Grade  A  milk.  Certain 
milk  by  Its  very  nature  must  be  treated 
as  surplus  when  received  at  market  pool 
plants  regulated  by  a  Federal  order  and. 
therefore.  It  must  be  assigned  a  surplus 
value.  Such  sources  include  milk  re¬ 
ceived  at  a  regulated  plant.  In  either 
bulk  or  packaged  form,  from  a  producer- 
handler  (imder  any  Federal  order)  and 
exempt  distributing  plants.  Another 
source  Is  milk  produced  by  the  reconsti¬ 
tution  to  fluid  form  of  manufactured 
dairy  products,  such  as  fluid  skim  milk 
tntuim  by  the  addition  of  water  to  nonfat 
dry  milk.  Still  another  source  is  milk  of 


manufacturing  grade  (non-Orade  A 
milk)  which  is  not  eligible  for  disposi¬ 
tion  for  fluid  e<msumptlon  in  the  market. 

As  to  milk  from  these  sources,  a  pay¬ 
ment  into  the  producer-settlement  fund 
at  the  difference  between  the  Class  I  and 
surplus  prices  must  be  required  of  the 
receiving  handler  when  such  milk  is  al¬ 
located  to  Class  I,  following  “down- 
allocation**  to  the  extent  It  can  be  ab¬ 
sorbed  in  lower  priced  uses. 

In  this  order  as  in  most  other  orders, 
the  producer-hjuidler  is  exempt  from  the 
pooling  and  pricing  provisions.  *rhls 
exemption  is  based  on  the  principle  that 
the  producer-handler  assumes  the 
burdoi  of  disposing  of  his  milk  supplies 
in  excess  of  his  Class  I  milk  needs.  Be¬ 
ing  exempt  from  these  provisions  of  the 
order  makes  it  possible  for  the  producer- 
handler  to  retain  the  full  return  from  his 
Class  I  sales  of  milk  on  routes  even 
though  such  sales  are  in  competition 
with  regulated  handlers. 

Producer-handlers  are  primarily  en¬ 
gage  in  the  distribution  of  Class  I  and 
Class  n  milk.  Normally  they  do  not 
maintain  facilities  for  processing  and 
manufacturing  any  milk  produced  In  ex¬ 
cess  of  their  fluid  needs.  Because  of  sea¬ 
sonality  of  milk  production  and  for  other 
reasons,  producer-handlers  will  produce 
some  milk  in  excess  of  their  needs.  *rhe 
best  available  outlets  for  this  surplus 
milk  usually  are  to  fully  regulated  plants 
in  the  market.  In  view  of  a  producer- 
handler*s  limited  capacity  for  utilizing 
excess  supplies  of  milk.  It  is  often  eco¬ 
nomically  advantageous  for  him  to  dis¬ 
pose  of  such  excesses  at  surplus  prices 
to  regulated  handlers.  Such  milk,  there¬ 
fore,  would  be  available  to  regulated 
handlers  at  surplus  prices.  Under  these 
circumstances.  It  would  not  be  appro¬ 
priate  to  allow  the  regulated  handler 
credit  from  the  producer-settlement 
fxmd  at  more  than  a  surplus  price  for 
any  such  purchases. 

Inasmuch  as  a  produoer-handler*8  ap¬ 
propriate  competitive  relationship  with 
other  handlers  and  with  other  producers 
depends  upon  the  producer-handler  as¬ 
suming  the  burden  of  his  own  surplus, 
an  equitable  relationship  among  the 
several  groups  would  not  be  achieved  if 
a  producer-handler  were  allowed  to  dis¬ 
pose  of  his  surplus  and  obtain  the  uni¬ 
form  price  for  such  surplus.  As  long  as 
the  producer-handler  has  the  advantage 
of  enjoying  the  full  benefit  of  his  own 
ClsMS  I  route  sales  without  sharing  them 
with  other  producers,  he  should  not  also 
receive  Class  I  benefit  from  a  market 
pool,  at  the  expense  of  producers,  for 
any  of  his  milk  which  he  is  unable  to  sell 
In  such  way.  Surplus  milk  purchases 
from  producer-handlers  operating  under 
another  order  has  the  same  potential 
for  creating  disorderly  marketing  condi¬ 
tions  as  suri^us  from  producer-handlers 
operating  under  the  same  order.  *rhere- 
fore,  no  distinction  In  treatment  for  such 
milk  should  be  provided. 

The  order  should  provide,  therefore, 
that  milk  received  from  producer-han¬ 
dlers  at  a  pool  plant  should  first  be  as¬ 
signed  to  Class  and  then  Class  H 
milk  at  the  pool  plant.  If  any  is  then 
assigned  to  Class  I,  a  payment  into  the 
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producer-settlement  fund  at  the  Class 
I-surplus  price  difference  should  be  ap¬ 
plied.  Such  rate  of  payment  on  re¬ 
ceipts  by  federally-regulated  handlers  of 
milk  from  producer-handlers  was  rati¬ 
fied  by  Congress  at  the  time  provisions 
of  the  Agricultural  Adjustment  Act  of 
1933,  as  amended  in  1935,  authorizing 
the  issuance  of  milk  orders,  were  reen¬ 
acted  by  the  passage  of  the  Agricultural 
Marketing  Agreement  Act  of  1937. 
During  the  period  between  August  24, 
1935,  and  June  3,  1937,  the  effective  date 
of  the  latter  Act,  six  Federal  milk  orders 
were  issued  under  such  Agricultural  Ad¬ 
justment  Act.  Two  of  such  milk  orders 
(Greater  Kansas  City,  Mo.,  and  Fall 
River,  Mass.),  placed  in  effect  during 
this  period,  contained  provisions  requir¬ 
ing  handlers  who  used  bulk  milk  re¬ 
ceived  from  producer-handlers  in  other 
than  the  lowest  priced  classification  to 
pay  the  difference  between  the  class  use 
price  and  the  lowest  class  (surplus) 
price  for  such  milk  as  part  of  the  han¬ 
dler’s  total  obligation  for  milk.  Such 
payment  was  distributed,  together  with 
the  classified  value  of  producer  milk  of 
the  handler,  through  the  market  pool.* 

From  time  to  time,  exempt  distribut¬ 
ing  plants  will  have  production  from 
their  farms  in  excess  of  their  fluid  milk 
requirements.  Such  excess  production 
could  not  be  depended  upon  by  handlers 
in  the  market  as  either  a  regular  supply 
of  milk  or  a  supplemental  supply  during 
periods  when  the  market  may  be  short 
of  milk.  It  would  clearly  be  surplus 
milk  incidental  to  the  operation  of  the 
exempt  distributing  plant.  Accordingly, 
the  order  should  provide  that  milk  re¬ 
ceived  at  pool  plants  from  such  exempt 
operations  be  all(x;ated  first  to  Class  III 
and  then  Class  II  milk  at  pool  plants. 
Any  such  milk  allocated  to  Class  I  at  a 
pool  plant  would  be  subject  to  a  compen¬ 
satory  payment  at  the  difference  between 
the  Class  I  and  surplus  prices.  The  Uni¬ 
versity  of  Florida  spokesman  requesting 
that  its  and  similar  governmental  oper¬ 
ations  be  designated  exempt  distributing 
plants  testified  that  such  operations 
would  expect  to  receive  credit  only  at  the 
Class  III  price  for  any  milk  which  they 
may  deliver  to  pool  plants. 

A  surplus  value  likewise  is  properly 
assigned  to  reconstituted  milk  (for  in¬ 
stance,  the  result  of  combining  nonfat 
dry  milk  or  condensed  milk  with  water) . 
The  products  used  in  such  reconstitution 
process  are  made  from  milk  which  al¬ 
ways  carries  a  manufacturing,  or  sur¬ 
plus  value.  Producer  milk  used  to 


*  7  U.S.C.  section  672,  which  contains  the 
codlQed  language  of  section  4  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended,  states  In  paragraph  (a) 
“Nothing  in  this  Act  shall  be  construed  as 
Invalidating  any  marketing  agreement,  li¬ 
cense,  or  order,  or  any  regulation  relating 
to  or  any  provision  of,  or  any  act  of  the 
Secretary  of  Agriculture  In  connection  with 
any  such  agreement,  license  or  order  which 
has  been  executed.  Issued,  approved,  or  done 
under  sections  601-608,  608a,  608b,  608c, 
608d-612,  613,  614-619,  620,  623,  624  of  this 
title,  but  such  marketing  agreements,  li¬ 
censes,  orders,  regulations,  provisions,  and 
acts  are  expressly  ratified,  legalized  and 
confirmed.” 


produce  such  products  is  priced  as  sur¬ 
plus.  Since  the  milk  used  to  produce 
these  products  is  originally  priced  as 
surplus  milk,  payment  into  the  pro¬ 
ducer-settlement  fund  at  the  difference 
between  the  Class  I  and  surplus  price  is 
necessary  to  insure  competitive  equity 
with  producer  milk  when  reconstituted 
milk  is  used  in  Class  I.  No  recognition 
should  be  given  to  processing  costs  in¬ 
volved  in  the  manufacture  of  the  prod¬ 
ucts  derived  from  uni'egulated  milk  and 
used  in  reconstitution,  since  similar 
costs  are  incurred  in  processing  pro¬ 
ducer  milk  into  such  products. 

Nonfat  dry  milk  and  condensed  milk 
also  may  be  added  to  fluid  milk  products 
to  Increase  the  nonfat  solids  content, 
thus  making  so-called  “fortified”  fluid 
milk  products.  The  incentive  for  han¬ 
dlers  to  use  nonfat  milk  solids  to  fortify 
fluid  milk  products  arises  from  the  spe¬ 
cific  demands  of  consumers.  The  in¬ 
creased  emphasis  on  low-fat  diets  and 
the  high  nutritional  value  of  nonfat 
solids  in  relation  to  their  weight  have 
contributed  to  the  increased  demand  for 
added  nonfat  milk  solids  in  fluid  milk 
products. 

Such  products  are  distinguished  from 
reconstituted  products,  however,  in  that 
the  resulting  volume  of  fluid  product  is 
not  increased  appreciably  since  no  water 
is  added.  The  essential  economic  differ¬ 
ence  in  the  use  of  nonfat  milk  solids  for 
fortification  of  fluid  milk  products  versus 
their  use  for  reconstitution  is  recognized 
in  the  class  use  definitions.  The  class  use 
definitions,  which  provide  that  the  fluid 
equivalent  of  the  added  solids  shall  be 
Class  III  (excepting  the  minor  quantity 
of  increase  in  volume  of  the  fortified 
product),  and  the  allocation  provisions 
which  would  assign  the  fluid  equivalent 
of  solids  used  to  Class  m  milk,  accom¬ 
plish  appropriate  accounting  and  result 
in  a  proper  obligation  against  the 
handler. 

Milk  of  manufacturing  grade  is  not 
eligible  for  Cflass  I  uses  under  the  require¬ 
ments  of  the  health  authorities  in  the 
market.  In  dual-purpose  plants,  how¬ 
ever,  such  milk  could  And  its  way  into 
Class  I  in  the  pcxil  plant.  The  appro¬ 
priate  value  which  attaches  to  such  milk 
is  the  surplus  price  because  such  price 
accurately  reflects  its  value  as  manu¬ 
factured  milk  only.  The  manufacturing 
value  is  the  price  which  processors  pay 
for  this  grade  of  milk.  Receipts  at  a  p(X)l 
plant  of  manufacturing  grade  milk, 
therefore,  should  be  assigned  first  to  use 
in  Class  III.  But  should  any  manufsM:- 
turing  grade  milk  be  assigned  to  Class  I, 
a  payment  into  the  producer-settlement 
fund  at  the  difference  between  the  Class 
I  and  surplus  prices  likewise  would  be 
necessary  to  remove  the  competitive  ad¬ 
vantage  this  milk  would  have  in  relation 
to  producer  milk.  Health  authorities  re¬ 
quire  that  the  source  of  milk  eligible  for 
fluid  consumption  (Grade  A  milk)  must 
be  identified.  Any  receipts  from  uniden¬ 
tifiable  sourcesjnust  therefore  be  treated 
as  milk  of  manufacturing  grade. 

Receipts  from  other  order  plants.  The 
order  should  provide  for  the  assignment 
to  Class  I  (i.e.,  to  be  deducted  from  gross 
Class  I  milk  in  the  receiving  plant)  of  98 


percent  of  packaged  fluid  milk  products 
received  from  a  fully  regulated  plant  \m- 
der  another  order.  The  ronainlng  2  per¬ 
cent  should  be  assigned  to  Class  UI.  The 
2  percent  may  be  considered  as  a  safe¬ 
guard  against  possible  “over-assignment” 
of  milk  to  Class  I  in  the  originating  mar¬ 
ket  (i.e.,  the  assignment  to  such  market 
of  a  transferred  quantity  which  is 
greater,  from  a  practical  standpoint, 
than  normally  can  be  disposed  of  as  Class 

I  in  the  receiving  market).  Since  it  is 
reasonable  to  expect  some  route  returns 
will  be  associated  with  intermarket 
transfers  just  as  there  are  in  connection 
with  milk  locally  processed  in  the  re¬ 
ceiving  market,  an  allowance  of  2  percent 
for  such  returns,  which  must  faH  into 
surplus  use,  should  be  included  to  avoid 
such  overassignment  in  Class  I. 

Prior  to  amendments  to  orders  effective 
August  1,  1964,  a  variety  of  classification 
methods  had  applied  to  intermarket 
transfers  of  bulk  milk.  Such  a  variety 
of  methods  could  not  achieve  the  objec¬ 
tive  of  appropriately  Integrating  into  the 
respective  regulatory  schemes  in  a  imi- 
form  and  consistent  way  intermarket 
shipments  of  regulated  milk.  Following 
the  pattern  of  these  amendments,  a  Class 

II  or  Class  III  classification  should  ap¬ 
ply  whenever  the  parties  involved  agree 
that  the  shipment  involved  is  for  one  or 
the  other  of  these  class  uses.  A  higher 
classification  would  result  only  when  it 
is  found,  on  verification,  that  some  por¬ 
tion  of  the  milk  could  not  have  been 
used  in  the  classification  claimed.  The 
portion  then  would  be  recla^ified  as 
Class  I. 

Interorder  shipments  of  bulk  milk 
which  are  not  classified  as  Class  n  or 
Class  in  by  agreement  should  be  clas¬ 
sified  as  Class  1.  Class  n,  and  Class  HI 
on  the  basis  of  the  marketwide  utiliza¬ 
tion  of  producer  milk.  Such  classifica¬ 
tion  should  be  limited,  however,  so  that 
the  quantity  of  milk  assigned  to  Class  n 
and  Class  III  is  not  greater  than  the 
receiving  handler  has  utilized  in  such 
classes. 

The  order  should  not  provide  for 
marketwide  proration  of  milk  received 
from  an  other  order  plant  when  the 
receiving  handler  has  a  greater  propor¬ 
tion  of  milk  in  Classes  n  and  m  than 
the  average  in  the  receiving  market. 
Marketwide  proration  of  receipts  of  milk 
from  other  markets  is  designed  to  deal 
primarily  with  milk  received  by  a 
handler  who  is  supplementing  his  local 
supply  for  Class  I  use.  Marketwide 
proration,  would  tend  to  en(x>urage  un¬ 
duly  and  uneconomically  the  importation 
of  milk  by  a  handler  with  a  higher  pro¬ 
portion  of  milk  in  Classes  II  and  m  than 
the  market  average  because  it  would 
assign  a  disproportionate  share  of  local 
producers’  milk  to  such  classes. 

The  particular  classification  which  is 
given  to  bulk  transfers  from  other  orders 
will  be  within  the  control  of  the  receiving 
handler  and  there  will  be  no  monetary 
obligation  placed  on  him  foi^  this  milk 
by  the  receiving  market  order.  Inas¬ 
much  as  other  Federal  orders  from  which 
milk  might  be  received  have  provisions 
corresponding  to  those  herein  adopted, 
the  situation  will  not  arise  where  milk 
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transferred  would  be  classified  as  Class  1 
in  the  shipping  market  and  Class  n  or 
Class  m  in  this  market  since  the  same 
classification  would  apply  In  both  mar¬ 
kets. 

Assigning  the  bulk  receipts  from  other 
order  plants  to  the  handler’s  system 
utilization  will  prevent  a  handler  with 
more  than  one  plant  from  discriminating 
against  either  his  own  producers  or  those 
supplying  the  other  Federal  order  market 
by  importing  milk  not  serving  a  bona  fide 
need  for  Class  I  use.  It  should  be  pro¬ 
vided,  therefore,  that  assignments  of  in¬ 
terorder  bulk  milk  should  be  made  over 
all  utilization  of  milk  at  all  the  handler’s 
regulated  plants  in  the  receiving  market. 

Handlers  who  receive  milk  from  other 
order  plants  or  from  unregulated  plants 
should  be  precluded  from  transferring 
such  milk  to  regulated  plants  of  other 
handlers  at  a  utilization  higher  than 
would  have  resulted  from  a  direct  receipt 
at  the  second  plant.  Unless  the  order 
so  provides,  it  would  be  possible  to  use  a 
plant  with  high  Class  I  utilization  as 
a  conduit  for  receiving  milk  from  other 
order  plants  and  unregulated  plants  and 
avoid  the  allocation  provisions  applicable 
to  milk  received  directly  from  such 
plants. 

In  any  month  in  which  bulk  milk  is 
received  in  the  market  (without  agree¬ 
ment  as  to  Class  n  or  Class  m  classifica¬ 
tion  on  the  part  of  the  handlers  involved 
in  the  transfer)  it  will  be  necessary  that 
the  administrator  in  the  shipping  market 
know  the  classification  of  such  milk  on  or 
about  the  date  when  handler  reports  are 
due  imder  that  order.  Since  the  report¬ 
ing  dates  under  orders  are  similar,  it  is 
possible  the  market  administrator  may 
.not  have  complete  information  to  com¬ 
pute  his  exact  marketwide  utilization  of 
producer  milk  by  the  time  the  classifica¬ 
tion  of  a  transfer  is  needed  by  the  admin¬ 
istrator  in  the  shipping  market.  It  is 
provided,  therefore,  that,  when  necessary, 
the  market  administrator  will  estimate 
the  marketwide  utilization  of  producer 
milk  for  purposes  of  determining  the  al¬ 
location  of  bulk  milk  received  from  other 
orders.  It  is  provided  that  such  estimate 
will  be  made  and  publicly  announced  to 
the  nearest  whole  percentage  and.  for 
this  purpose,  will  be  final. 

F^eral  orders  generally  provide  that 
the  administrator  of  any  order  receiving 
bulk  milk  from  another  Federal  order 
will  promptly  notify  the  administrator  of 
the  shipping  market  of  the  allocation  of 
such  milk  so  that  a  compatible  classifica¬ 
tion  on  such  milk  may  be  applied  under 
the  shipping  orders.  Information  as  to 
the  classification  of  such  milk  must  be 
passed  on  by  the  respective  administra¬ 
tors  to  the  handlers  involved  so  that 
handlers  may  know  the  basis  of  their  ob¬ 
ligation  on  such  milk.  ’This  order  should 
provide  similarly  for  such  interchange  Of 
information. 

Situations  may  arise  where  plants  sub¬ 
ject  to  this  and  another  Federal  order 
ship  milk  back  and  forth  during  the  same 
month  (i.e.,  each  plant  ships  milk  to  the 
other  plant).  If  such  shipments  aie  of 
a  similar  nature  (packaged  milk,  bulk 
milk  designated  for  surplus  dispo^,  or 
bulk  milk  not  so  designated)  only  trans- 
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fers  of  milk  between  two  plants  which 
are  not  offset  by  an  equal  quantity  of  milk 
received  from  the  second  plant  need  be 
considered.  Since  the  classification  of 
this  milk  in  the  slipping  market  is  based 
on  its  allocation  in  the  receiving  market, 
only  the  net  difference  in  transferred 
quantities  (in  terms  of  butterfat  and  skim 
milk)  need  be  allocated  in  the  receiving 
maiicet.  Otherwise,  from  a  mechanical 
standpoint,  neither  market  could  allocate 
receipts  of  milk  to  classes  until  all  milk 
had  been  classified,  including  the  ship¬ 
ment  to  the  other  market. 

(c)  Class  prices— il)  Class  /  price. 
’The  price  for  Class  I  milk  should  be  com¬ 
puted  by  adding  $2.80  to  a  basic  formula 
price  (Minnesota- Wisconsin  manufac¬ 
turing  milk  price  series) . 

The  method  of  adding  a  differential 
to  such  basic  formula  price  in  determin¬ 
ing  the  price  for  Class  I  milk  gives  ap¬ 
propriate  consideration  to  the  economic 
factors  underlying  the  general  level  of 
prices  for  milk  and  manufactured  dairy 
products.  Prices  for  milk  used  for  fluid 
purposes  in  the  proposed  marketing  area 
have  a  direct  relationship  to  the  prices 
paid  for  milk  used  for  manufacturing 
purposes. 

A  differential  over  manufacturing  milk 
prices  is  necessary  to  cover  the  extra 
costs  of  meeting  quality  requirements  in 
the  production  of  milk  for  fluid  uses  and 
in  transporting  the  milk  to  the  market. 
Moreover,  it  is  a  necessary  incentive  for 
dairy  farmers  to  produce  and  deliver  an 
adequate  supply  of  quality  milk  to  meet 
the  demand  for  fluid  milk. 

Producers  proposed  that  the  Class  I 
price  be  computed  by  adding  a  specified 
differential  to  a  basic  formula  price.  As 
the  basic  formula  price,  they  proposed 
the  Minnesota- Wisconsin  manufactur¬ 
ing  milk  price  series.  This  series  is  based 
on  prices  paid  at  a  large  number  of  man¬ 
ufacturing  plants  in  each  of  the  two 
States.  Plant  operators  report  the  total 
pounds  of  manufacturing  grade  milk  re¬ 
ceived  from  farmers,  the  total  butterfat 
content  and  the  total  dollars  paid  to 
dairy  farmers  for  such  milk,  f.o.b.  plant. 
These  prices  are  reported  on  a  current 
month  basis  and  the  announced  Min- 
nesota-Wisconsin  price  is  available  on 
or  before  the  5th  day  of  the  following 
month.  ’The  Minnesota-Wlsconsln  price 
series  is  the  basic  formula  price  in  56 
Federal  order  markets,  including  mar¬ 
kets  that  serve  as  sources  of  supple¬ 
mental  milk  for  Upper  Florida  handlers. 

This  price  series  reflects  a  manufac¬ 
turing  price  level  determined  by  com¬ 
petitive  conditions  which  are  affected  by 
demand  in  all  of  the  major  uses  of  manu¬ 
factured  dairy  products.  Further,  it 
reflects  the  supply  and  demand  of  such 
products  within  a  highly  coordinated 
marketing  system  which  is  national  in 
scale.  'The  series  is  appropriate  for  use 
in  establishing  milk  prices  under  the 
Upper  Florida  order. 

Since  the  Class  I  price  for  the  current 
month  would  be  announced  by  the  5th 
day  of  the  month,  the  basic  formula  price 
used  in  computing  the  CHass  I  price 
should  be  that  reflecting  the  Minnesota- 
Wlsconsln  price  for  the  preceding  month. 
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’This  procedure  is  commonly  used  in  other 
Federal  orders. 

Producers  proposed  that  a  Class  I  dif¬ 
ferential  of  $3.15  be  added  to  a  basic 
formula  price.  Handlers  proposed  that 
the  Class  I  price  be  tied  directly  to  the 
Tampa  Bay  Class  I  price.  Under  the 
latter  scheme,  the  Upper  Florida  price 
during  the  months  of  August  through 
January  would  be  the  Tampa  Bay  Class  I 
price  and  for  the  remaining  months, 
such  price  less  23  cents.  ’This  would  re¬ 
sult.  in  effect,  in  an  annual  Class  I  differ¬ 
ential  of  $2,885  for  the  Upper  Florida 
order. 

’The  Class  I  price  must  be  established 
at  a  level  which,  in  conjunction  with  the 
other  class  prices,  will  result  in  returns 
to  producers  high  enough  to  maintain 
an  adequate,  but  not  excessive,  supply  of 
quality  milk  to  meet  the  requirements  of 
consumers,  including  the  necessary  mar¬ 
ket  reserves.  The  Class  I  price  also  must 
be  in  alignment  with  those  prevailing 
in  nearby  Federal  order  markets.  It 
should  not  be  at  a  level,  though,  which 
exceeds  the  cost  of  obtaining  milk  of 
acceptable  quality  and  regular  availa¬ 
bility  from  alternative  sources. 

’The  Class  I  price  proposed  herein 
(basic  formula  plus  $2.80)  will  tend  to 
maintain  an  adequate  supply  of  milk  for 
the  market  and  will  be  reasonably 
aligned  with  Class  I  prices  in  nearby 
Federal  order  markets.  For  1965,  such 
price  would  have  averaged  $6.06.  ’The 
Tampa  Bay  Class  I  price  formula  aver¬ 
aged  $6.23  in  1965  and  the  average 
Southeastern  Florida  Class  I  price  that 
year  was  $6.40. 

As  indicated,  producers  proposed  a 
Cnass  I  differential  of  $3.15.  This  dif¬ 
ferential  would  obtain  a  Class  I  price  15 
cents  more  than  Tampa  Bay’s  and  only  5 
cents  below  the  Southeastern  Florida 
Class  I  price.  ’The  Class  I  differentials 
under  the  latter  orders,  both  of  which 
use  the  Minnesota-Wisconsin  price  se¬ 
ries  as  a  basic  formula  price,  are  $3.00 
and  $3.20,  respectively. 

The  difference  between  Class  I  prices 
proposed  for  the  Upper  Florida  order  and 
the  Tampa  Bay  and  Southeastern  Flor¬ 
ida  Class  I  prices  recognizes  that  Upper 
Florida  plants  are  significantly  nearer  al¬ 
ternative  sources  of  supply  than  plants  in 
the  other  Florida  order  markets.  Such 
supplies,  which  are  not  customarily  avail¬ 
able  within  the  State,  must  be  obtained 
from  out-of -State  sources  to  the  north. 
The  Upper  Florida  market  is  closer  geo¬ 
graphically  to  such  sources  of  milk. 

Milk  qualified  for  fluid  distribution  in 
the  Upper  Florida  market  is  available 
from  other  Federal  order  markets.  Up¬ 
per  Florida  handlers  generally  depend  on 
other  order  plants  for  supplemental  sup¬ 
plies.  For  the  year  ending  September 
1965,  nearly  20  million  pounds  of  milk 
were  imported  by  them  from  these  and 
other  sources.  If  the '  Upper  Florida 
Class  I  price  is  not  reasonably  aligned 
with  CHass  I  prices  imder  these  orders, 
regulated  handlers  might  turn  to  these 
sources  for  their  milk  supplies  even  when 
local  milk  is  available. 

Nashville  Is  a  principal  source  of  sup¬ 
plemental  milk  for  the  Upper  Florida 
market.  In  1965,  the  Nashville  Class  I 
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price  averaged  $4.64  per  hundredweight 
for  milk  of  3.5  percent  butterfat.  Nash¬ 
ville  is  570  miles  from  Jacksonville,  the 
major  distribution  point  and  the  center 
of  the  heaviest  concentration  of  popu¬ 
lation  in  the  proposed  marketing  area. 
At  1.5  cents  per  hundredweight  for  each 
10  miles  (the  location  differential  ap¬ 
plicable  under  the  Nashville  order),  the 
hauling  cost  for  Nashville  milk  delivered 
to  Jacksonville  is  86  cents  per  hundred¬ 
weight.  On  this  basis,  the  Nashville 
Class  I  price  f.o.b.  Jacksonville  averaged 
$5.50  in  1965.  This  latter  price  gives  no 
consideration,  however,  to  the  various 
other  costs  that  would  be  incurred  in  ob¬ 
taining  a  regular  and  dependable  supply 
of  milk  from  Nashville,  or  a  market 
similarly  situated,  on  a  year-round  basis. 

The  cost  to  Upper  Florida  handlers  for 
milk  from  Nashville  and  from  other  Fed¬ 
eral  order  markets  will  not  vary  signifi¬ 
cantly.  This  Is  because  the  Class  I  prices 
in  all  such  markets  must  bear  a  reason¬ 
able  relationship  to  each  other.  The 
proposed  Upper  Florida  Class  I  price 
represents  a  reasonable  alignment  with 
prices  in  other  markets  from  which  milk 
may  be  obtained. 

In  excepting  to  the  Class  I  price  herein 
provided,  producers  (contend  that  a  price 
at  least  10  (^ents  higher  is  justified  pri¬ 
marily  on  the  basis  that  the  skim  milk 
and  butterfat  in  Class  11  prcxlucts  (at  the 
lower  Class  II  price)  are  classified  and 
pi-iccKi  as  Class  I  under  most  Federal 
orders. 

The  level  of  the  Class  I  price  specified 
in  a  Federal  order  is  designed  to  obtain 
an  adequate  supply  of  milk  for  Class  I 
purposes  plus  an  appropriate  reserve  of 
milk  to  Insure  against  short-range  fluc¬ 
tuation  in  supplies  and  sales.  The  fact 
that  certain  products  often  included  in 
Class  I  in  other  markets  are  included  in 
Class  II  in  this  market  simply  means 
that  a  lesser  quantity  of  milk  is  needed 
for  Class  I.  The  fact  that  these  products 
are  in  Class  II  provides  no  basis  for  ad¬ 
justing  the  Class  I  price.  On  all  of  the 
evidence  of  the  record  it  is  apparent  that 
the  Class  I  pri(%  established  in  this  order 
is  at  a  level  which  will  tend  to  obtain  an 
adequate  supply  of  milk  for  Class  I  pur¬ 
poses  plus  an  appropriate  reserve. 

There  is  no  need  to  specify  in  the  order 
that  the  Tampa  Bay  Class  I  price  shall 
be  used  as  the  basis  for  the  Upper  Florida 
Class  I  price.  Handlers  advocated  this 
for  the  purpose  of  assuring  that  the 
Upper  Florida  price  would  not  exceed  the 
Southeastern  Florida  Class  I  price.  The 
Tampa  Bay  order  contains  such  a  provi¬ 
sion  with  respect  to  its  Class  I  price. 

Prior  to  July  1,  1966,  and  at  the  time 
of  the  hearing  on  which  this  decision  is 
based,  the  Southeastern  Florida  Class  I 
price  w'as  set  at  $6,625,  subject  to  supply - 
demand  adjustments  and  maximum- 
minimum  price  limits.  The  order  was 
amended  July  1,  however,  to  provide  that 
the  Class  I  price  be  the  Minnesota- 
Wisconsin  price  plus  a  Class  I  differen¬ 
tial  of  $3.20  (31  F.R.  9045).  Inasmuch 
as  the  Tampa  Bay  Class  I  price  is  the 
Mlnnesota-Wisconsin  price  plus  $3.00, 
the  Class  I  prices  under  the  two  orders 
are  in  a  fixed  relationship  with  each 
other.  The  proposed  Upper  Florida 


Class  I  price,  based  on  a  similar  price 
formula,  likewise  would  be  in  a  fixed  re¬ 
lationship  with  the  Class  1  prices  in  the 
two  neighboring  markets. 

A  seasonal  pricing  scheme  as  proposed 
by  handlers  should  not  be  adopted. 
Such  pricing  would  result  during  certain 
months  In  substantial  price  differences 
between  the  Upper  Florida  order  and  the 
Tampa  Bay  and  Southeastern  Florida 
orders  which  use  a  “flat”  differential. 
During  the  months  when  the  lower 
differential  is  in  effect.  Upper  Florida 
handlers,  particularly  those  in  the  Or¬ 
lando  vicinity,  would  have  a  definite 
pri(%  advantage  over  handlers  in  the  ad¬ 
jacent  markets.  The  price  relationship 
between  the  Upper  Florida  and  the 
Tampa  Bay  and  Southeastern  Florida 
orders  is  developed  further  in  the  find¬ 
ings  on  location  differentials. 

It  is  proposed  herein  that  the  Upper 
Florida  Class  I  price  be  effective  only  for 
the  first  18  months  in  which  the  order  is 
fully  effective.  It  is  appropriate  that 
the  Class  I  price  structure  be  reexamined 
at  a  public  hearing  after  the  accumula¬ 
tion  of  at  least  1  year’s  data  on  milk 
supplies  and  sales.  At  that  time,  suffi¬ 
cient  experience  under  the  order  would 
be  available  to  determine  whether  the 
Class  I  price  should  be  adjusted.  Also, 
sufficient  data  would  be  available  to  de¬ 
termine  whether  a  supply-demand  ad¬ 
justor  should  be  Incorporated  into  the 
order  to  automatically  vary  the  Class  I 
price  in  relation  to  current  supply-sales 
relationships. 

(2^  Class  II  price.  The  Class  n  price 
should  be  established  by  adding  $1.00  to 
the  basic  formula  price.  This  price, 
which  is  the  same  as  provided  in  the 
nearby  Tampa  Bay  order,  averaged 
$4.27  in  1965. 

In  supporting  the  projjosed  Class  n 
price,  handlers  emphasized  the  impor¬ 
tance  of  having  the  same  Class  n  price  in 
both  this  and  the  Tampa  Bay  order. 
There  was  no  opposition  at  the  hearing 
to  the  proposed  Class  n  price. 

Uxsally  produced  milk  is  not  always 
adequate  to  meet  handlers’  total  needs. 
When  local  supplies  are  short,  handlers 
obtain  concentrated  dairy  products  from 
other  sources  for  further  professing  into 
Class  II  products  at  their  plants. 

The  cost  of  such  supplies  are  affected 
by  transportation  over  long  distances. 
Local  pr(xlucer  milk  supplies  used  in 
Class  II  compete  directly  with  these  con¬ 
centrated  products  delivered  to  the  mar¬ 
keting  area.  The  Class  n  price  under 
the  order  must  be  maintained  in  close 
alignment  with  the  cost  of  these  alterna¬ 
tive  supplies. 

The  proposed  Class  II  price  approxi¬ 
mates  the  price  level  for  Class  II  milk 
provided  under  the  past  regulations  of 
the  Florida  Milk  Commission  and  that 
now  provided  in  the  Southeastern 
Florida  order, 

(3)  Class  III  price.  The  Class  III  price 
.should  be  established  by  adding  15  cents 
to  the  basic  formula  price. 

The  basic  formula  price  reflects  the 
value  of  manufacturing  milk  In  the  ma¬ 
jor  milk  production  areas  of  the  United 
States.  Because  manufactured  milk 
products  compete  on  a  national  basis.  It 


is  important  that  the  price  for  surplus 
uses  in  the  market  be  in  close  alignment 
with  similar  rises  nationally.  Both  pro¬ 
ducers  and  handlers  supported  the  Class 
III  price  that  is  herein  proposed  and 
which  is  the  same  as  that  provided  in  the 
nearby  Tampa  Bay  order. 

Negligible  quanUties  of  milk  for  Class 
III  uses  are  produced  in  Florida.  Han¬ 
dlers  depend  on  shipments  of  products 
in  manufactured  form  for  most  of  their 
Class  III  requirements.  On  these  manu¬ 
factured  products,  they  incur  transpor¬ 
tation  charges,  although  at  relatively 
low  rates  in  terms  of  dollars  per  hundred¬ 
weight  of  milk  equivalent. 

The  Class  III  price  should  be  at  such 
a  level  that  handlers  will  a(x:ept  and 
market  whatever  quantities  of  milk  in 
excess  of  Class  I  and  Class  n  needs  may 
arise  from  time  to  time.  The  price, 
however,  should  not  be  so  low  that  han¬ 
dlers  will  be  encouraged  to  seek  milk 
supplies  solely  for  the  purpose  of  con¬ 
verting  them  into  Class  ni  products. 

The  pricing  of  reserve  milk  as  herein 
proposed  should  reflect  the  competitive 
value  of  reserve  milk  utilized  for  manu¬ 
facturing  purposes  in  the  area  and  will 
reflect  the  competitive  value  of  manu¬ 
facturing  milk  on  a  national  basis.  It 
provides  approximately  the  same  price 
level  for  products  included  in  Class  III 
which  has  prevailed  in  this  market. 

(4)  Butterfat  differentials.  Because 
of  variations  in  the  butterfat  content  of 
milk  delivered  by  individual  producers 
and  in  milk  and  milk  products  sold  by 
different  handlers,  it  is  necessary  to  pro¬ 
vide  “butterfat  differentials”  to  insure 
equitable  payments  for  such  variations 
in  butterfat. 

The  Class  I  and  Class  II  butterfat 
differentials  should  be  established  at 

7.5  cents  for  each  one-tenth  of  1  percent 
variation  in  butterfat  above  or  below 

3.5  percent.  The  Class  III  butterfat  dif¬ 
ferential  should  be  determined  by  multi¬ 
plying  the  Chicago  butter  price  by  0.115. 

The  proposed  Class  I  and  Class  n 
butterfat  differentials,  which  are  the 
same  as  those  in  the  Tampa  Bay  and 
Southeastern  Florida  orders,  are  repre¬ 
sentative  of  the  value  of  butterfat  when 
disposed  of  in  the  fluid  items  included 
in  these  classes.  These  differentials 
were  proposed  by  handlers,  who  empha¬ 
sized  the  importance  of  maintaining  the 
same  buttertat  differentials  in  Upper 
Florida  as  in  the  other  Florida  orders. 

Pr(xlucers  proposed  a  Class  I  butter¬ 
fat  differential  of  12.5  percent  times  the 
Chicago  butter  price.  This  differential, 
which  would  have  averaged  7.5  cents  in 
1965,  varied  in  that  year  from  7.2  cents 
in  February  smd  March  to  7.9  cents  in 
December.  Historically,  the  Class  I 
butterfat  differential  in  the  Florida  mar¬ 
kets  has  been  maintained  at  a  constant 
rate  from  month  to  month,  as  is  now 
provided  in  the  Tampa  Bay  and  South¬ 
eastern  Florida  orders.  It  was  not 
shown  that  the  differential  proposed  by 
producers  would  be  advantageous  to 
them  economically  or  would  otherwise 
be  more  appropriate  than  the  Class  I 
butterfat  differential  that  had  been 
found  acceptable  by  handlers  and  pro¬ 
ducers  throughout  Florida  in  the  past. 
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The  proposed  Class  in  butterfat  dif¬ 
ferential  of  11^  percent  of  the  Chicago 
butter  price,  which  is  the  same  as  that 
contained  in  the  Tampa  Bay  order,  is 
likewise  comparable  with  its  counter¬ 
part  in  other  orders  throughout  the 
country.  It  will  vary  from  month  to 
month  as  the  price  of  butter  varies. 
Hence,  it  will  facilitate  the  movement 
of  butterfat  in  the  reserve  supply  of 
miiif  to  manufacturing  outlets. 

The  Class  II  and  Class  in  prices  and 
the  Class  m  butterfat  differential  will 
not  be  announced  until  after  the  end  of 
the  month  and  should  be  based  on  cur¬ 
rent  month  prices.  Although  handlers 
will  not  know  the  exact  cost  of  Class  n 
and  Class  ni  milk  as  it  is  utilized,  they 
will  know  that  their  costs  tend  to  follow 
daily  and  weekly  dairy  production  prices 
and  cost  of  milk  to  their  principal  com¬ 
petitors. 

The  butterfat  dlfferentisd  to  producers 
should  be  calculated  at  the  average  of 
the  Class  I,  Class  n,  and  Class  in 
butterfat  differentials  weighted  by  the 
pn^rtion  of  butterfat  In  producer  milk 
classified  in  each  class  during  the  month. 
Unis,  returns  to  producers  will  reflect  the 
actual  value  of  thehr  butterfat  at  the 
class  prices  provided  by  the  orders. 

(5)  SoUds-not-fat  differentials.  In 
the  bearing  notice,  producers  proposed 
sollds-not-fat  (8  N  P)  differentials. 
These  would  be  applied  (in  the  same 
manner  as  butterfat  differentials)  on 
producer  milk  containing  more  or  less 
than  8.47  pounds  of  SNF  per  himdred- 
weight  of  milk;  a  hundredweight  of  3.6 
percent  milk  contains  about  8.47  pounds 
of  SNF.  As  proposed,  class  prices  would 
be  adjusted  for  each  (xie-tenth  percent 
SNF  above  or  below  8.47  pounds  by  4.1 
cents  on  Class  I  and  1.7  cents  on  Class  n. 
These  differentials  were  arrived  at  by 
subtracting  the  applicable  butterfat 
value  from  each  class  price  and  divid¬ 
ing  the  remainder  by  the  pounds  of  SNF 
in  a  hxmdredweight  of  3.5  percent  milk. 

At  the  hearing,  producers  withdrew 
their  proposal  for  SNF  differentials,  but 
asked  Instead  that  they  be  applied  on  a 
“dry  run**  basis  during  the  first  8  months 
of  the  order.  In  this  period,  producer 
milk  would  be  tested  for  SNF  content 
and  the  market  administrator  would 
make  calculations  and  announce  what 
the  individual  producer  prices  would 
have  been  if  the  SNF  differentials  had 
been  applicable.  Although  producers 
claim  t^t  testing  for  SNF  has  been  per¬ 
fected  and  is  now  practicable,  a  trial 
period  was  requested  to  obtain  experience 
in  the  operation  of  an  SNF  program. 
Handlers  opposed  making  provision  in 
the  order  for  an  SNF  differential  on  a 
dry  run  or  any  other  basis. 

SNF  tests  are  not  commonly  made  or 
applied  in  paying  dairy  farmers  for  Uieir 
deliveries.  No  Federal  order,  currently 
or  in  the  past,  has  provided  for  the  ad¬ 
justment  of  Class  I  prices  or  payments  to 
producers  on  the  basis  of  the  SNF  con¬ 
tent  of  milk.  The  State  of  California 
was  the  only  place  cited  in  which  some 
milk  was  paid  for  on  the  basis  of  its  SNF 
content.  However,  no  testimony  was 
presented  concerning  the  experience  in 


California  and  whether  its  use  there  had 
any  application  to  conditions  in  the  Up¬ 
per  Florida  market. 

At  least  two  research  projects  have 
been  conducted  to  test  consumer  accept¬ 
ance  of  milk  with  varying  amounts  of 
SNF.  These  projects,  it  was  claimed, 
tended  to  establish  that  consumers  fotmd 
milk  with  a  high  SNF  content  more  pal¬ 
atable  and  desirable  than  milk  of  a  low 
or  normal  SNF  content.  None  of  these 
research  projects  were  conducted  in  the 
Upper  Florida  market. 

The  amount  of  SNF  in  milk  is  gen¬ 
erally  related  to  the  amount  of  butter¬ 
fat  in  the  milk.  Milk  with  a  high  but¬ 
terfat  content  contains  a  greater  per¬ 
centage  of  SNF  than  low  testing  milk. 
However,  the  SNF  in  milk  does  not  in¬ 
crease  directly  in  proportion  to  the  in¬ 
creases  in  butterfat. 

The  returns  of  producers  of  high  test 
milk  are  enhanced  by  the  butterfat  dif¬ 
ferentials  provided  In  the  order,  which 
were  supported  by  both  producers  and 
handlers.  In  effect,  the  portion  of  the 
increased  returns  obtained  through  the 
butterfat  differentials  on  milk  with  a 
high  butterfat  content  might  reasonably 
be  considered  as  representing  compensa¬ 
tion  for  the  greater  S7F  ccmtent  of  such 
mUk.  If  there  is  an  even  greater  value 
for  high  butterfat  milk  than  that  repre¬ 
sented  by  the  butterfat  differentials  pro¬ 
posed,  It  was  not  established  at  the  hear¬ 
ing.  Moreover,  there  is  no  indication 
that  the  demand  by  handlers  and  con¬ 
sumers  in  the  Upper  norida  market  for 
milk  of  high  butterfat  content  is  such  as 
to  justify  higher  prices  for  such  milk 
than  would  be  realteed  by  the  class  prices 
and  butterfat  differentials  in  the  pro¬ 
posed  order. 

It  was  not  shown  that  the  butterfat 
and  SNF  content  of  milk  now  produced 
for  the  market  is  not  meeting  the  needs 
of  handlers  or  that  there  is  dissatisfac¬ 
tion  among  producers  with  the  practice 
of  paying  for  their  deliveries  on  the  basis 
of  stipulated  prices  adjusted  by  butterfat 
differentials.  Neither  was  It  shown  that 
it  would  be  to  the  advantage  of  producers 
to  provide  for  SNF  differential  provi¬ 
sions  in  the  order. 

The  8-month  trial  period  for  an  SNF 
differential  prc^TOsed  by  producers  may 
be  a  worthwhile  project.  However,  it 
is  more  appropriate  that  the  operation  of 
such  a  project  be  cmiducted  outside  the 
scope  of  the  order.  The  experience  thus 
obtained  by  producers  and/or  handlers 
might  have  some  value  at  a  future  hear¬ 
ing  in  considering  SNF  differentials  for 
the  order. 

In  view  of  the  various  considerations 
mentioned  above,  no  provision  should  be 
made  in  the  order  at  this  time  to  provide 
for  SNF  differentials  or  for  instituting 
a  6-month  trial  period  therefor  (as  pro¬ 
posed)  within  the  framework  of  the 
order. 

(6)  Location  adjustments.  Location 
differoitlals  should  be  incorporated  into 
the  order  to  provide  an  appropriate  ad¬ 
justment  to  the  Class  I  and  uniform 
prices  based  on  the  location  of  any 
plant  at  which  producer  milk  or  otho* 
source  milk  is  received. 


For  milk  received  at  plants  outside  the 
State  of  Florida  and  78-85  miles  from  the 
nearer  of  the  dty  Halls  in  Jacksonville 
and  Tallahassee,  the  Class  I  price  should 
be  reduced  10  cents.  For  plants  beyond 
the  85-mlle  limit,  the  Class  I  price  should 
be  reduced  10  cents  plus  an  additional  1.5 
cents  for  each  10  miles  or  fraction  thereof 
that  such  plants  are  more  than  85  miles 
from  the  nearer  of  the  City  Halls  in 
Jacksonville  and  Tallahassee.  The  Class 
I  price  should  be  increased  10  cents  at 
plants  south  of  the  Florida  coimties  of 
Dixie,  Gilchrist,  Alachua,  Putnam,  or  St 
Johns. 

Class  I  milk  products,  because  of  their 
bulky,  perishable  nature,  incur  a  rela¬ 
tively  ^h  transportation  cost  if  such 
products  or  the  milk  used  to  produce 
them  are  moved  considerable  distances. 
Milk  delivered  directly  by  farmers  to 
plants  in  or  near  the  urban  centers  in 
the  deflned  marketing  area,  therefore,  is 
worth  more  to  a  handler  than  milk  which 
is  received  from  farmers  at  a  plant  lo¬ 
cated  many  miles  from  the  market.  This 
is  so  because  in  the  latter  Instance,  the 
handler  must  incur  the  additional  cost 
of  moving  that  milk  to  the  central  mar¬ 
ket.  Under  these  conditions,  the  value 
of  producer  milk  delivered  to  pluits  lo- 
catMl  some  distance  from  the  market  is 
reduced  in  proportion  to  the  distance 
(and  the  cost  of  tranmwrting  such  milk) 
from  the  point  of  receipt  to  the  market. 
Providing  location  differentials  based  on 
the  cost  of  moving  milk  to  the  market  will 
insure  uniform  pricing  to  all  handlers 
regardleM  of  the  location  where  the  milk 
is  procured. 

To  be  equitable  to  all  handlers,  the 
Class  I  price  should  not  be  dependent 
on  the  type  of  plant  receiving  the  milk. 
To  the  extent  that  milk  is  received  at 
distributing  i^ants  from  producers  at  a 
considerable  distance  from  the  market 
and  brought  to  the  maricet  by  the  han¬ 
dler.  he  has  assumed  a  transportation 
cost  which  might  otherwise  be  borne  by 
producers.  Accordingly,  the  Class  I 
price  should  be  adjusted  at  such  plants 
to  reflect  the  cost  of  hauling  milk  to 
market. 

The  cost  of  obtaining  milk  from  alter¬ 
native  sources  of  supply  in  the  major 
milk  production  areas  of  the  country  (all 
of  which  are  necessarily  to  the  north)  is 
an  important  factor  in  establishing  Class 
I  prices  in  the  Florida  order  markets. 
Because  of  this,  the  structure  of  Class  1 
pricing  within  the  State  is  one  of  increas¬ 
ing  prices  from  north  to  south.  It  would 
be  iniqipropriate.  therefore,  to  provide 
for  downward  adjustments  in  the  Class 
I  price  for  milk  received  at  plants  south 
of  the  major  points  of  distribution  in  the 
marketing  area.  Moreover,  it  is  un¬ 
necessary  to  establish  a  downward  loca¬ 
tion  adjustment  aivlicable  to  any  plant 
in  Florida.  This  is  because  the  points. 
Jacksonville  and  Tallahassee,  from 
which  location  differentials  are  measured 
are  sufficiently  near  the  northern  border 
of  the  State  so  that  plants  at  which  loca¬ 
tion  adjustments  would  appropriately  be 
applicable  would  necessarily  be  outside 
the  State. 
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The  Class  I  price  at  plants  in  the 
southern  part  of  the  marketing  area 
should  be  10  cents  over  the  announced 
Class  I  price  for  the  mai^et.  Distribut¬ 
ing  plants  at  Orlando,  the  major  dis¬ 
tribution  center  in  the  southern  part  of 
the  area,  compete  with  Tampa  Bay  order 
plants  for  milk  supplies  and  sales.  Also, 
Orlando  handlers  have  some  competition 
for  sales  with  Southeastern  Florida  order 
handlers.  The  Tampa  Bay  and  South¬ 
eastern  Florida  Class  I  prices  f.o.b. 
Orlando  are  about  the  same  as  the  pro¬ 
posed  Upper  Florida  Class  I  price  at 
that  point.  This  pricing  scheme  will 
provide  a  price  alignment  with  respect  to 
Orlando  area  handlers  and  handlers  to 
the  north  and  south  of  that  vicinity  com¬ 
mensurate  with  the  prevailing  competi¬ 
tive  situation. 

Producers  excepted  to  the  plus  10-cent 
location  differential  applicable  in  the  Or¬ 
lando  vicinity.  Instead,  they  proposed 
that  no  location  differential  be  applicable 
to  the  Class  I  price  at  any  plant  in  the 
marketing  area.  The  Class  I  price  pro¬ 
vided  in  this  decision  is  applicable  at 
Jacksonville,  the  major  center  of  popula¬ 
tion  and  principal  distribution  point  in 
the  marketing  area.  The  Tampa  Bay 
and  Southeastern  Florida  Class  I  prices 
f.o.b.  Jacksonville  are  about  the  same  as 
the  proposed  Upper  Florida  Class  I  price 
at  Jacksonville.  To  adopt  the  producers’ 
proposal  of  providing  the  same  Class  I 
price  throughout  the  marketing  area 
would  tend  to  disregard  some  of  the  basic 
factors  (e.g.,  price  alignment,  cost  of  ob¬ 
taining  milk  from  alternative  sources  of 
supply)  used  in  determining  the  Class  I 
prices  in  the  Upper  Florida,  Tampa  Bay 
and  Southeastern  Florida  orders.  Ac¬ 
cordingly,  the  producers’  proposal  for  the 
elimination  of  the  plus  10-cent  location 
adjustment  in  the  Orlando  vicinity  is 
denied. 

Upper  Florida  plants  located  south  of 
the  Florida  counties  of  Dixie,  Gilchrist, 
Alachua,  Putnam  or  St.  Johns  distribute 
their  milk  primarily  in  the  Orlando  vi¬ 
cinity.  The  proposed  geographical  de¬ 
lineation  of  the  area  in  which  the  plus 
10-cent  adjustment  would  apply  thus 
would  result  in  uniform  pricing  for  those 
plants  in  a  generally  comparable  com¬ 
petitive  situation. 

Uniform  prices  paid  producers  supply¬ 
ing  plants  at  which  location  differentials 
apply  should  likewise  be  adjusted  to  re¬ 
flect  the  value  of  milk  f.o.b.  the  point  to 
which  delivered. 

No  adjustment  should  be  made  in  the 
Class  II  and  Class  III  prices  because  of 
the  location  of  the  plant  to  which  the 
milk  is  delivered.  There  is  little  differ¬ 
ence  in  the  value  of  milk  for  these  uses 
associated  with  location  of  the  plant  re¬ 
ceiving  the  milk.  This  is  because  of  the 
low  cost  per  himdredweight  of  milk  in¬ 
volved  in  transporting  manufactured 
products  or  the  concentrated  products 
which  may  be  used  in  Class  II  products. 

To  insure  that  milk  will  not  be  moved 
unnecessarily  at  producers’  expense,  the 
order  should  contain  a  provision  to  deter¬ 
mine  whether  milk  transferred  between 
plants  may  receive  the  location  differen¬ 
tial  credit.  This  should  provide  that, 
for  the  purpose  of  calculating  such 


credit,  fluid  milk  products  received  from 
pool  plants  shall  be  assigned  to  any  Class 
I  milk  at  the  transferee  plant  that  is  in 
excess  of  the  sum  of  producer  milk  re¬ 
ceipts  at  such  plant  and  receipts  from 
other  order  plants  and  unregulated  sup¬ 
ply  plants  which  are  assigned  to  Class  I. 
Such  assignment  would  be  made  in 
sequence  according  to  the  location 
differential  applicable  at  each  plant, 
beginning  with  the  plant  nearest  the 
City  Hall  in  JEM:ksonville,  Orlando,  or 
Tallahassee.  This  sequential  assign¬ 
ment  of  milk  based  on  these  locations 
will  provide  an  equitable  basis  for  facil¬ 
itating  the  movement  of  milk  between 
pool  plants  for  Class  I  purposes.  Like¬ 
wise,  it  will  tend  to  discourage  the  un¬ 
necessary  moving  of  milk  between  pool 
plants  for  other  than  Class  I  purposes  at 
the  expense  of  producers. 

Use  of  equivalent  prices.  If  for  any 
reason  a  price  quotation  required  by  the 
order  for  computing  class  prices  or  for 
other  purposes  is  not  available  in  the 
manner  described,  the  market  adminis¬ 
trator  should  use  a  price  determined  by 
the  Secretary  to  be  equivalent  to  the 
price  which  is  required.  Including  such 
provision  in  the  order  will  leave  no  un¬ 
certainty  with  respect  to  the  procedure 
which  shall  be  followed  in  the  absence 
of  any  price  quotations  which  are  cus¬ 
tomarily  used  and  thereby  will  prevent 
any  unnecessary  interruption  in  the  op¬ 
eration  of  the  order. 

(d)  Distribution  of  the  proceeds  to 
producers.  A  marketwide  equalization 
pool  should  be  included  in  the  proposed 
order  as  a  means  of  distributing  to  pro¬ 
ducers  the  proceeds  from  the  sale  of  their 
milk.  Such  a  pool  will  assure  a  producer 
supplying  the  order  market  a  return 
based  on  his  pro  rata  share  of  the  total 
Class  I  sales  of  such  market.  The 
“blend"  that  a  producer  receives  for  each 
month’s  deliveries  will  be  a  price  based 
on  the  overall  utilization  of  all  producer 
milk  received  at  the  pool  plants  of  all 
regulated  handlers  during  such  month. 

The  uniformity  of  payments  to  pro¬ 
ducers  provided  under  a  marketwide  pool 
permits  a  handler  either  to  maintain  a 
manufacturing  operation  in  his  plant  to 
handle  the  seasonal  and  daily  reserve 
supplies  of  milk  or  to  limit  the  operation 
at  his  plant  to  the  handling  of  milk  for 
Class  I  purposes  only,  without  affecting 
the  blended  prices  payable  to  his  pro¬ 
ducers  as  against  other  producers  in  the 
market.  The  facilities  in  the  various 
plants  in  the  area  for  handling  producer 
milk  in  excess  of  that  needed  for  Class  I 
purposes  vary  considerably.  While  a 
number  of  plants  in  the  market  are  ex¬ 
clusively  Class  I  operations  and  handle 
little  or  no  surplus  milk,  some  plants 
which  would  be  subject  to  the  order  han¬ 
dle  milk  for  manufacturing  purposes. 
Under  these  conditions,  a  marketwide 
pool  in  the  Upper  Florida  marketing  area 
will  facilitate  the  marketing  of  producer 
milk.  A  marketwide  pool  will  make  it 
possible  for  producer  associations  to  as¬ 
sist  in  diverting  seasonal  reserve  milk 
and  thus  keep  producers  on  the  market 
who  are  needed  to  fulfill  the  year-round 
requirements  of  the  market.  It  will  as¬ 
sist  also  in  apportioning  among  all  pro¬ 


ducers  the  lower  returns  from  reserve 
milk  where  otherwise  this  burden  would 
be  placed  on  individual  groups  of  pro¬ 
ducers.  A  marketwide  pool  will  thereby 
contribute  to  market  stability  and  the 
attainment  of  an  adequate  and  depend¬ 
able  supply  of  producer  milk. 

Payments  to  producers.  Each  han¬ 
dler  under  the  order  should  pay  each 
producer  for  milk  received  from  such 
producer,  and  for  which  payment  is  not 
made  to  a  cooperative  association,  at  not 
less  than  the  applicable  uniform  price. 
Provision  also  is  made  for  partial  pay¬ 
ments  for  milk  received  during  each  half 
of  the  month. 

Producers  in  the  Upi>er  Florida  area 
historically  have  received  partial  pay¬ 
ments,  and  the  proposed  payments 
adopted  herein  were  supported  by  both 
producers  and  handlers.  The  first  par¬ 
tial  payment,  for  milk  delivered  during 
the  first  15  days  of  the  month  will  be  re¬ 
quired  on  or  before  the  20th  day  of  the 
month  at  not  less  than  85  percent  of  the 
uniform  price  of  the  preceding  month. 
On  or  before  the  second  day  of  the  fol¬ 
lowing  month  for  milk  received  from  tJie 
16th  to  the  last  day  of  the  month,  a  sec¬ 
ond  partial  payment  will  be  required  at 
the  same  rate  as  the  first  partial  pay¬ 
ment.  Final  payment  to  producers  will 
be  required  on  or  before  the  15th  day  of 
the  month  at  the  applicable  uniform 
price  for  the  preceding  month,  less  par¬ 
tial  payments  and  authorized  deductions. 

During  the  first  month  the  pricing  pro¬ 
visions  are  effective,  there  will  be  no  pre¬ 
vious  month’s  uniform  price  on  which  to 
base  partial  payments.  For  this  reason, 
a  minimum  partial  payment  rate  of  $5.00 
per  hundredweight  is  provided  for  such 
month.  This  amount  will  approximate 
the  Class  II  price. 

Provision  should  be  made  for  a  co¬ 
operative  association  to  receive  payment 
for  the  producer  milk  which  it  causes  to 
be  delivered  to  a  pool  plant.  The  taking 
of  title  to  milk  of  its  members  and  the 
blending  of  proceeds  for  the  sale  of  such 
milk  will  tend  to  promote  the  orderly 
marketing  of  milk  and  will  assist  a  co¬ 
operative  in  discharging  its  responsi¬ 
bility  to  its  members  and  to  the  market. 

The  Act  provides  for  the  pasrment  by 
handlers  to  cooperatives  for  milk  deliv¬ 
ered  by  them  and  permits  the  blending 
of  all  proceeds  from  the  sale  of  mem¬ 
bers’  milk. 

The  contracts  with  its  members  au¬ 
thorize  the  principal  cooperatives  in  the 
markets  to  collect  payment  for  producer 
milk.  Therefore,  each  handler,  if  re¬ 
quested  by  such  cooperative  association, 
would  pay  such  association  an  amount 
equal  to  the  sum  of  the  individual  pay¬ 
ments  otherwise  payable  to  such  pro¬ 
ducers.  Handlers  should  be  required  to 
make  payments  to  the  cooperative  as¬ 
sociation  for  milk  received  during  the 
month  on  or  before  the  second  day  prior 
to  the  date  payments  are  due  individual 
producers. 

At  the  time  settlement  Is  made  for 
milk  received  from  producers  during  the 
month,  the  handler  should  be  required 
to  furnish  to  each  producer  (or  his  co¬ 
operative  association)  a  supporting  state¬ 
ment.  This  statement  should  show  the 
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pounds  and  butterfat  tests  of  milk  re¬ 
ceived  from  such  producer,  the  rate  of 
payment  for  such  milk  and  a  description 
of  any  deductions  claimed  by  the 
handler. 

Producer-settlement  fund.  All  pro¬ 
ducers  will  receive  payment  at  the  rate 
of  the  marketwide  uniform  price  each 
month.  Because  the  pasrment  due  from 
each  handler  for  producer  milk  at  the 
applicable  class  prices  may  be  more  or 
less  than  he  is  required  to  pay  directly 
to  producers,  a  method  of  equalizing  this 
difference  is  necessary.  A  producer-set¬ 
tlement  fund  should  be  established  for 
this  purpose.  A  handler  whose  obliga¬ 
tion  for  producer  milk  received  during 
the  month  is  greater  than  the  amount 
he  is  required  to  pay  producers  for  such 
milk  at  the  applicable  imiform  prices 
would  pay  the  difference  into  the  pro¬ 
ducer-settlement  fimd  and  each  handler 
whose  obligation  for  producer  milk  is 
less  than  the  applicable  uniform  price 
values  would  receive  payment  of  the 
difference  from  the  fund.  Provision  for 
the  establishment  and  maintenance  of 
the  producer-settlement  fund  as  set 
forth  in  the  attached  order  is  similar  to 
that  contained  in  other  Federal  orders 
with  marketwide  pools. 

For  efficient  fimctioning  of  the  pro¬ 
ducer-settlement  fund,  a  reasonable  re¬ 
serve  should  be  set  aside  at  the  end  of 
each  month.  This  is  necessary  to  pro¬ 
vide  for  such  contingencies  as  the  failure 
of  a  handler  to  make  payment  of  his 
monthly  billing  to  the  fund  or  the  pay¬ 
ment  to  a  handler  from  the  fund  by 
reason  of  an  audit  adjustment.  The  re¬ 
serve,  which  would  be  operated  as  a 
revolving  fund  and  adjusted  each  month, 
is  established  in  the  attached  order  at 
not  less  than  4  nor  more  than  5  cents 
per  hundredweight  of  producer  milk  in 
the  pool  for  the  month. 

Any  payments  on  partially  regulated 
milk  received  by  the  market  administra¬ 
tor  from  any  handler  would  be  deposited 
in  the  producer-settlement  fund.  Money 
thus  deposited  wo\ild  be  Included  in  the 
uniform  price  computation  and  thereby 
be  distributed  to  all  producers  on  the 
market. 

Marketing  services.  Provisions  should 
be  made  in  the  order  for  fximishlng  mar¬ 
keting  services  to  producers,  such  as 
verifying  the  tests  and  weights  of  pro¬ 
ducer  milk  and  furnishing  market  infor¬ 
mation.  These  services  should  be  pro¬ 
vided  by  the  market  administrator  and 
the  cost  should  be  borne  by  producers  for 
whom  the  services  are  rendered.  If  a 
co(H3eratlve  association  is  performing 
such  services  for  its  member-producers 
and  is  approved  for  such  activity  by  the 
Secretary,  the  maiket  administrator  may 
accept  this  in  lieu  of  his  own  service. 

Milk  produced  on  a  handler’s  own  farm 
should  be  exempt  from  marketing  serv¬ 
ice  deductions,  even  though  it  is  subject 
to  the  other  provisions  of  the  order. 
There  are  no  payments  to  producers  to 
verify  on  such  milk  and.  therefore,  no 
need  to  provide  the  same  marketing  serv¬ 
ices  as  are  provided  other  producers. 

There  U  need  for  a  marketing  service 
program  in  connection  with  the  adminis¬ 
tration  of  the  order  in  this  area.  Orderly 


marketing  will  be  promoted  by  assuring 
individual  producers  that  they  have 
obtained  accurate  weights  and  tests  of 
their  milk.  Complete  verification  re¬ 
quires  that  butterfat  tests  ana  weights  of 
individual  producer  deliveries  reported  by 
the  handler  are  accurate. 

An  additional  phase  of  the  marketing 
service  program  is  to  furnish  producers 
with  correct  market  information.  Effi¬ 
ciency  in  the  production,  utilization,  and 
marketing  of  milk  will  be  promoted  by 
providing  for  the  dissemination  of  cur¬ 
rent  market  information  on  a  market¬ 
wide  basis  to  producers. 

To  enable  the  market  administrator  to 
furnish  these  marketing  services,  pro¬ 
vision  should  be  made  for  a  maximum 
deduction  of  4  cents  per  hundredweight 
with  re^iect  to  receipts  of  milk  from 
producers  for  whom  he  renders  such 
marketing  services.  Producers’  proposal 
for  marketing  services  would  provide  a 
maximum  deduction  of  6  cents  per  hun¬ 
dredweight.  Southeastern  Florida  and 
Tampa  Bay,  however,  contain  a  maxi¬ 
mum  deduction  of  4  cents.  Com¬ 
parison  of  the  number  of  producers  in¬ 
volved  and  the  expected  volume  of  milk 
with  that  of  other  markets  indicates  that 
a  4-cent  rate  is  reasonable  and  should 
provide  the  funds  necessary  to  conduct 
the  program.  If  later  experience  indi¬ 
cates  that  marketing  services  can  be  per¬ 
formed  at  a  lesser  rate,  provision  is  made 
whereby  the  Secretary  may  adjust  the 
rate  downward  without  the  necessity  of 
a  hearing. 

Expense  of  administration.  Each 
handler  should  be  required  to  pay  to  the 
market  administrator,  as  his  proportion¬ 
ate  share  of  the  cost  of  administering  the 
order,  4  cents  per  hundredweight,  or 
such  lesser  amount  as  the  Secretary  may 
prescribe,  on  producer  milk  (including 
milk  of  such  handler’s  own  production) 
and  on  other  source  milk  allocated  to 
Class  I  (except  milk  so  assessed  under 
another  Federal  order) . 

The  market  administrator  must  have 
sufficient  funds  to  mable  him  to  ad¬ 
minister  properly  the  terms  of  the  order. 
The  Act  provides  that  such  cost  of  ad¬ 
ministration  shall  be  financed  through 
an  assessment  on  handlers.  A  principal 
function  of  the  market  administrator  is 
to  verify  the  receipts  and  diqx>sltion  of 
milk  from  all  sources.  Equity  in  shar¬ 
ing  the  cost  of  administration  of  Uie 
order  among  handlers  will  be  achieved, 
therefore,  by  applying  the  administra¬ 
tive  assessment  on  the  basis  of  Grade  A 
milk  received  from  dairy  farmers  at  a 
plant  and  on  other  source  mlUc  aUocated 
to  Class  I  milk. 

The  order  specifies  minimum  per¬ 
formance  standards  that  must  be  met  to 
obtain  regulated  status.  Operators  of 
plants  not  meeting  such  standards  are 
required  to  either  (1)  make  specified 
payments  into  the  producer-settlement 
fund  on  route  distribution  in  the  market¬ 
ing  area  in  excess  of  offsetting  purchases 
of  Federal  order  Class  I  milk,  or  (2) 
otherwise  pay  into  such  fund  and/or  to 
dairy  farmers  an  amount  not  !«««  th^n 
the  classified  use  value  of  his  receipts 
from  dairy  farmers  computed  as  thniigh 
such  plant  were  a  fuUy  regulated  plant. 


The  market  administrator,  in  admin¬ 
istering  an  order  as  it  applies  to  the  non¬ 
pool  route  distributor,  must  incur  ex¬ 
penses  in  essentially  the  same  manner 
as  in  applying  the  order  to  pool  handlers. 
However,  the  order  is  not  applicable  to 
such  distributor  to  the  same  extent  as  to 
regulated  handlers.  Hence,  payment  of 
the  administrative  assessment  on  his  in¬ 
area  sales  reasonably  would  constitute 
his  pro  rata  share  of  administrative 
expense. 

In  the  case  of  unregulated  milk  which 
enters  the  market  through  a  regulated 
plant  for  Class  I  use.  it  is  the  regtilated 
handler  who  utilizes  the  unregulated 
milk  and  who  must  report  to  the  market 
administrator  the  receipt  and  use  of  such 
milk.  Also,  the  receipts  and  utilization 
of  all  milk  at  his  plant  are  subject  to 
verification  by  the  market  administrator. 
Hence,  it  is  appropriate  that  the  regu¬ 
lated  handler  be  responsible  for  payment 
of  the  administrative  assessment  on  such 
imregulated  milk. 

The  order  is  designed  so  that  the  cost 
of  administration  is  shared  equitably 
among  all  handlers  distributing  milk  in 
the  proposed  marketing  area.  However, 
to  prevent  duplication,  an  assessment 
should  not  be  made  on  other  source  milk 
on  which  an  assessment  was  made  imder 
another  Federal  order. 

Provision  should  be  made  so  that  the 
Secretary  may  reduce  the  amount  of  the 
administrative  assessment  without  the 
necessity  of  amending  the  order.  The 
rate  can  thus  be  reduced  when  ex¬ 
perience  indicates  a  lower  rate  will  be 
sufficient  to  provide  adequate  fimds  for 
the  administration  of  the  order. 

Interest  payments  on  overdue  accounts. 
Provision  is  made  for  the  pasrment  of 
interest  on  amoimts  due  to  the  market 
administrator  for  each  month  or  portion 
thereof  that  such  obligation  is  overdue. 

Prompt  pasnnent  of  amoxmts  due  to 
the  market  administrator  is  essential  to 
the  operation  of  order  provisions.  In¬ 
terest  charges  will  encourage  payment  of 
amounts  due  on  or  before  the  specified 
date.  The  rate  provided  herein  is  rea¬ 
sonable  to  compensate  for  the  cost  of 
borrowing  money  in  accord  with  normal 
business  practices. 

Administrative  provisions.  Provisions 
should  be  Included  in  the  order  with 
respect  to  the  administrative  steps  nec¬ 
essary  to  carry  out  the  proposed  regu¬ 
lation. 

In  addition  to  the  definitions  discussed 
earlier  in  this  decision,  which  define  the 
scope  of  the  regulation,  certain  other 
terms  and  definitions  are  desirable  in 
the  interest  of  brevity  and  to  assure  that 
each  usage  of  the  term  denotes  the  same 
meaning.  Such  terms  as  are  defined  in 
the  attached  order  are  common  to  many 
other  Federal  milk  orders. 

Market  administrator.  Provision 
should  be  made  for  the  appointment  by 
the  Secretary  of  a  market  administrator 
to  administer  the  order  and  to  set  forth 
the  powers  and  duties  for  such  agency 
essential  to  the  proper  functianing  of 
such  office. 

Records  and  reports.  Provisions 
should  be  included  in  the  order  requlr- 
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ing  handlers  to  maintain  adequate  rec¬ 
ords  of  their  operations  and  to  make 
reports  necessary  to  establish  classifica¬ 
tion  of  producer  milk  and  payments  due 
therefor.  Such  reports  are  necessary  for 
the  computation  of  the  uniform  price 
and  determination  of  each  plant’s  con¬ 
tinuing  status  under  the  order.  The 
maintenance  of  adequate  records  is 
necessary  to  enable  the  market  adminis¬ 
trator  to  verify  receipts  and  utilization 
as  reported  by  the  handlers  and  to  verify 
that  the  several  financial  obligations 
arising  under  the  order  are  fully  dis¬ 
charged. 

Handlers  should  maintain  and  make 
available  to  the  market  administrator 
all  records  and  accounts  of  their  oper¬ 
ations,  together  with  facilities  which  are 
necessary  to  determine  the  accuracy  of 
information  reported  to  the  market  ad¬ 
ministrator  or  any  other  information 
upon  which  the  classification  of  producer 
milk  depends.  The  market  administra¬ 
tor  must  likewise  be  permitted  to  check 
the  accuracy  of  weights  and  tests  of  milk 
and  milk  products  received  and  handled, 
and  to  verify  all  payments  required 
under  the  orders. ' 

Detailed  reports  to  the  market  admin¬ 
istrator  and  complete  records  available 
for  his  inspection  by  all  handlers  would 
be  used  to  determine  whether  the  plants 
of  such  handlers  qualify  as  pool  plants. 
Reports  of  handlers  operating  nonpool 
plants  from  which  fluid  milk  products 
are  distributed  in  the  marketing  area 
would  also  be  used  by  the  market  ad¬ 
ministrator  to  compute  the  amounts 
payable  to  the  producer-settlement  fund 
on  such  unpriced  milk. 

A  cooperative  association  having  au¬ 
thority  to  market  milk  for  member  pro¬ 
ducers  should  have  available  to  it 
information  on  the  use  of  such  milk 
by  individual  handlers  in  order  that 
member  milk  may  be  directed  to  those 
handlers  needing  Class  I  milk.  This 
will  promote  orderly  marketing  by  en¬ 
abling  the  efficient  allocation  among 
handlers  of  available  milk  supplies, 
permit  the  market  to  be  serviced  with 
smaller  reserve  supplies  and  assist  pro¬ 
ducers  in  maximizing  their  returns.  A 
provision  therefore  should  be  Included 
to  authorize  the  market  administrator 
to  provide  this  information  when  it  is 
requested  by  such  an  association.  For 
the  purpose  of  this  report,  the  utiliza¬ 
tion  of  member  milk  in  each  handler’s 
plant  would  be  prorated  to  each  class 
in  the  same  ratio  as  all  producer  milk 
is  allocated  to  each  class  during  the 
month. 

It  is  necessary  that  handlers  retain 
records  to  prove  the  utilization  of  milk 
and  that  proper  payments  were  made 
therefor.  Since  books  and  records  of  all 
handlers  cannot  be  completely  audited 
immediately  after  receipt  of  the  milk,  it 
becomes  necessary  to  keep  such  records 
for  a  reasonable  period  of  time. 

The  order  should  provide  limitations 
on  the  period  of  time  handlers  shall  be 
required  to  retain  books  and  records  and 
on  the  period  of  time  in  which  obliga¬ 
tions  under  the  orders  shall  terminate. 
Pix)vislon  made  in  this  regard  is  identical 


in  principle  with  the  general  amendment 
(made  to  all  milk  orders  which  were  in 
operation  on  July  30. 1047) ,  following  the 
Secretary's  decision  of  January  26,  1949 
(14  F.R.  444).  That  decision,  covering 
the  retention  of  records  and  limitation  of 
claims,  is  equally  applicable  in  this  situa¬ 
tion  and  is  adopt^  as  a  part  of  this 
decision. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties.  These  briefs, 
proposed  findings  and  conclusions,  and 
the  evidence  in  the  record  were  con¬ 
sidered  in  making  the  findings  and  con¬ 
clusions  set  forth  above.  To  the  extent 
that  the  suggested  findings  and  con¬ 
clusions  filed  by  interested  parties  are 
inconsistent  with  the  findings  and  con¬ 
clusions  set  forth  herein,  the  requests  to 
make  such  findings  or  to  reach  such  con¬ 
clusions  are  denied  for  the  reasons  pre¬ 
viously  stated  in  this  decision. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  order  and  all 
of  the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order  are  such 
prices  as  will  reflect  the  aforesaid  fac¬ 
tors.  insure  a  sufficient  quantity  of  pure 
and  wholesome  milk,  and  be  in  ^e  public 
interest;  and 

(c)  The  proposed  marketing  agree¬ 
ment  and  order  will  regulate  the  hand¬ 
ling  of  milk  in  the  same  manner  as.  and 
will  be  applicable  to  persons  in  the  re¬ 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  market¬ 
ing  agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  exceptions.  In  arriving  at 
the  findings  and  conclusions,  and  the 
regulatory  provisions  of  this  decision, 
each  of  the  exceptions  received  was  <»re- 
fully  and  fully  considered  in  conjunction 
with  the  record  evidence  pertaining 
thereto.  To  the  extent  that  the  findings 
and  conclusions,  and  the  regulatory  pro¬ 
visions  of  this  decision  are  at  variance 
with  any  of  the  exceptions,  such  excep¬ 
tions  are  hereby  overruled  for  the  rea¬ 
sons  previously  stated  in  this  decision. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof  are 
two  documents  entitled,  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Upper  Florida 
Marketing  Area,"  and  “Order  Regulating 
the  Handling  of  Milk  in  the  Upper  Flor¬ 
ida  Marketing  Area,"  which  have  been 
decided  upon  as  the  detailed  and  appro¬ 
priate  means  of  effectuating  the  forego¬ 
ing  conclusions. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached 


order  which  will  be  published  with  this 
decision. 

Referendum  order;  determination  of 
representative  period:  and  designation  of 
referendum  agent.  It  is  hereby  directed 
that  a  referendum  be  conducted  among 
producers  to  determine  whether  the  is¬ 
suance  of  the  attached  order  regulating 
the  handling  of  milk  in  the  Upper  Florida 
marketing  area,  is  approved  or  favored 
by  the  producers,  as  defined  under  the 
terms  of  the  proposed  order,  and  who. 
during  the  representative  period,  were 
engaged  in  the  production  of  milk  for 
sale  within  the  aforesaid  marketing  area. 

The  month  of  August  1966  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  conduct  of  such  refer¬ 
endum. 

A.  E.  LaLiberte  is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  (7  CFR  900.300  et  seq.) . 
such  referendum  to  be  completed  on  or 
before  the  30th  day  from  the  date  this 
decision  is  issued. 

Signed  at  Washington,  D.C.,  on  Oc¬ 
tober  7.  1966. 

George  L.  Mehren, 
Assistant  Secretary. 

Order '  Regulating  the  Handling  of  Milk 

in  the  Upper  Florida  Marketing  Area 


Dotnitions 


Sec. 

1006.1 

Act. 

1006.2 

Secretary. 

1006.3 

Department. 

1006.4 

Person. 

1006.5 

Cooperative  association. 

1006.6 

Upper  Florida  marketing  area. 

1006.7 

Fluid  milk  product. 

1006.8 

Distributing  plant. 

1006.9 

Supply  plant. 

1006.10 

Pool  plant. 

1006.11 

Nonpool  plant. 

1006.12 

Route. 

1006.13 

Handler. 

1006.14 

Producer-handler. 

1006.15 

Producer. 

1006.16 

Producer  milk. 

1006.17 

Other  source  milk. 

1006.18 

Chicago  butter  price. 

1006.19 

Class  II  product. 

1006.20 

Market  Administrator 
Designation. 

1006.21 

Powers. 

1006.22 

Duties. 

Reports,  Records,  and  FAcajms 

1006.30 

Reports  of  receipts  and  utilization. 

1006.31 

Producer  payroll  reports. 

1006.32 

Other  reports. 

1006.33 

Records  and  facilities. 

1006.34 

Retention  of  reciHxls. 

1006.40 

Classification  or  Milk 

Skim  milk  and  butterfat  to  be 

1006.41 

classified. 

Classes  of  utilization. 

1006.42 

Shrinkage. 

1006.43 

Transfers. 

1006.44 

Computation  of  skim  milk  and 

1006.45 

butterfat  In  each  class. 

Allocation  of  skim  milk  and  butter¬ 

fat  classified. 

>  ThU  order  shall  not  become  effective  un¬ 
less  and  untU  the  requirements  of  {  000.14  of 
the  rules  of  practice  and  procedure,  governing 
proceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders,  have  been  met. 
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MUflMCM  Pbicks 

Sec. 

1006.50  Basic  formula  iKice. 

1006.61  Claai  prices. 

1006.52  Butterfat  differentials  to  handlers. 

1006.53  Location  differentials  to  handlers. 

1006.54  Use  of  equivalent  prices. 

Application  or  Pucss 

1006.60  Computation  of  the  net  pool  obli¬ 

gation  of  each  handler. 

1006.61  Computation  of  uniform  price. 
1006.63  Obligations  of  handler  operating  a 

partially  regulated  distributing 
plant. 

Patments 

1006.70  Time  and  method  of  payment. 

1006.71  Butterfat  differential  to  producers. 

1006.72  Location  differentials  to  producers 

and  on  nonpool  milk. 

1006.73  Producer-settlement  fund. 

1006.74  Payments  to  the  producer-settle¬ 

ment  fund. 

1006.75  Payments  from  the  producer- 

settlement  fund. 

1006.76  Idarketing  services. 

1006.77  Expense  of  administration. 

1006.78  Adjustment  of  accounU. 

1006.70  Interest  payments. 

1006.80  Termination  of  obligations. 

Efpbctive  Time,  Suspension,  ox  Termination 

1006.00  Effective  time. 

1006.01  Suspension  or  termination. 

1006.03  Continuing  power  and  duty  of  the 
market  administrator. 

1006.03  liquidation  after  suspension  or 
termination. 

Miscellaneous  Provisions 

1006.100  Separability  of  provisions. 

1006.101  Agents. 

Authoritt:  The  provisions  of  this  Part 
1006  Issued  under  secs.  1-10,  48  Stat.  31,  as 
amended;  7  U.S.C.  601-674. 

§  1006.0  Findings  and  determinations. 

(a)  Findings  upon  the  b<isis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  govern¬ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR 
Part  900),  a  public  hearing  was  hdd 
upon  a  proposed  maiiceting  agreement 
and  a  proposed  order  regulating  the 
handling  of  milk  in  the  Upper  Florida 
marketing  area.  Upon  the  basis  of  the 
evidence  introduced  at  such  hearing  and 
the  record  thereof,  it  is  found  that: 

(1)  The  said  order,  and  all  of  the 
terms  and  conditions  thereof,  will  tend 
to  effectuate  the  declared  policy  of  the 
Act: 

(2)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  are 
such  prices  as  will  refiect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
piu%  and  wholesome  milk  and  be  in  the 
public  interest; 

(3)  The  said  order  regulates  the  han¬ 
dling  of  milk  in  the  same  manner  as, 
and  is  applicable  only  to  persons  in  the 
respective  classes  of  industrial  or  com¬ 
mercial  activity  specified  in,  a  marketing 


agreement  upon  which  a  hearing  has 
been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  this  order, 
are  in  the  current  of  interstate  commerce 
or  directly  burden,  obstruct,  or  affect 
interstate  commerce  in  milk  or  its  prod¬ 
ucts;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  adminis¬ 
trator  for  the  maintenance  and  func¬ 
tioning  of  such  agency  will  require  the 
payment  by  each  handler,  as  his  pro  rata 
share  of  such  expense,  4  cents  per  him- 
dredwelght  or  such  amount  not  to  ex¬ 
ceed  4  cents  per  hundredweight  as  the 
Secretary  may  prescribe,  with  respect  to 
(i)  producer  milk  (including  such  han¬ 
dler’s  own  production) ;  (ii)  other  source 
milk  allocated  to  Class  I  pursuant  to 
8  1006.45(a)  (3)  and  (9)  and  the  cor¬ 
responding  steps  of  8  1006.45(b) ;  and 
(ill)  Class  I  milk  disposed  of  in  the  mar¬ 
keting  area  from  a  partially  regulated 
distributing  plant  that  exceeds  the  hun¬ 
dredweight  of  Class  I  milk  received  dur¬ 
ing  the  month  at  such  plant  from  pool 
plants  smd  other  order  plants. 

Order  relative  to  handling.  It  is 
therefore  ordered,  that  on  and  after  the 
effective  date  hereof,  the  handling  of 
milk  in  the  Upper  Florida  marketing 
area  shall  be  in  conformity  to,  and  in 
compliance  with,  the  following  terms  and 
conditions : 

The  provisions  of  88  1006.1  to  1006.101, 
both  inclusive,  of  the  proposed  order  con¬ 
tained  in  the  recommended  decision 
Issued  by  the  Deputy  Administrator, 
Regulatory  Programs,  on  August  25, 
1966  (31  F.R.  11465;  Fit.  Doc.  66-9452), 
shall  be  and  are  the  terms  and  conditions 
of  this  order  and  are  set  forth  in  full 
herein  subject  to  the  revisions  made  in 
88  1006.17(b),  1006.41(c)(1),  and  1006.60 
(d). 

*  Definitions 
§  1006.1  Art. 

“Act”  means  Public  Act  No.  10,  73d 
Congress,  as  amended,  and  as  reenacted 
and  amended  by  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601  et  seq.). 

§  1006.2  Serrelary. 

“Secretary"  means  the  Secretary  of  Ag¬ 
riculture  or  any  officer  or  employee  of  the 
United  States  authorized  to  exercise  the 
powers  and  perform  the  duties  of  the 
Secretary  of  Agriculture. 

§  1006.3  Department. 

“Department”  means  the  UJ3.  Depart¬ 
ment  of  Agriculture. 

§  1006.4  Pemon. 

“Person”  means  any  individual,  part¬ 
nership,  corporation,  association  or  other 
business  unit. 

§  1006.5  Cooperative  anaoeiation. 

“Cooperative  association”  means  any 
cooperative  marketing  association  of  pro¬ 
ducers  which  the  Secretary  determines 
after  sqiplication  by  the  association: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  February 
18, 1922,  as  amended,  known  as  the  “Cap- 
per-Volstead  Act”;  and 


(b)  To  have  full  authority  in  the  sale 
of  milk  of  its  members  and  be  engaged 
in  making  collective  sales  of  or  mar¬ 
keting  milk  or  milk  products  for  its 
members. 

§  1006.6  Upper  Florida  marketing  area. 

’The  “UiHier  Florida  marketing  area”, 
hereinafter  called  the  “marketing  area”, 
means  all  the  territory  geographically 
within  the  boundaries  of  the  following 
coimties,  all  in  the  State  of  Florida,  in¬ 
cluding  all  waterfront  facilities  con¬ 
nected  therewith  and  all  territory  wholly 
or  partly  therein  occupied  by  government 
(municipal.  State,  or  Federal)  reserva¬ 
tions,  installations,  institutions,  or  other 
similar  establishments. 

Alachua.  Lafayette. 

Baker.  Lake. 

Bay.  Leon. 

Bradford.  Levy. 

Brevard.  Liberty. 

Calhoun.  Madison. 

Citrus.  Marlon. 

Clay.  Nassau. 

Columbia.  Orange. 

Dixie.  Osceola. 

Duval.  Putnam. 

Flagler.  St.  Johns. 

Franklin.  Seminole. 

Gadsden.  Sumter. 

OUchrlst.  Suwannee. 

Oulf.  Taylor. 

HamUton.  Union. 

Holmes.  Volusia. 

Jackson.  Wakulla. 

Jefferson.  Washington. 

§  1006.7  Fluid  milk  product. 

“Fluid  milk  product”  means  milk 
(including  frozen  and  concentrated 
milk),  flavored  milk  or  skim  milk. 
“Fluid  milk  product”  shall  not  include 
sterilized  products  in  hermetically  sealed 
containers. 

§  1006.8  Distributing  plant. 

“Distributing  plant”  means  a  plant 
that  is  approved  by  a  duly  constituted 
health  authority  for  the  processing  or 
packaging  of  Grade  A  milk  and  from 
which  any  fiuid  milk  product  is  disposed 
of  during  the  month  in  the  marketing 
area  on  routes. 

§  1006.9  Supply  plant. 

“Supply  plant”  means  a  plant  from 
which  a  fiuid  milk  product  acceptable  to 
a  duly  constituted  health  authority  is 
shipped  during  the  month  to  a  pool  plant. 

§1006.10  Pool  plant. 

“Pool  plant”  means  a  plant  specified  in 
paragraph  (a)  or  (b)  of  this  section  that 
Is  not  an  other  order  plant,  a  producer- 
handler  plant,  or  an  exempt  distributing 
plant. 

(a)  A  distributing  plant  from  which 
not  less  than  50  percent  of  the  total 
Grade  A  fiuid  milk  products  received  at 
tha  plant  during  the  month  is  disposed  of 
on  routes  and  not  less  than  10  percent  of 
such  receipts  is  disposed  of  in  the  mar¬ 
keting  area  on  routes. 

(b)  A  supply  plant  from  which  not  less 
than  50  percent  of  the  Grade  A  milk 
received  from  dairy  farmers  at  such  plant 
during  the  month  is  shipped  as  fiuid  milk 
products  to  pool  plants  pursuant  to  para¬ 
graph  (a)  of  this  section. 
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§  1 006. 1 1  Nonpool  plant. 

“Nonpool  plant”  means  a  plant  (except 
a  pool  plant)  which  receives  milk  from 
dairy  farmers  or  is  a  milk  manufacturing, 
processing  or  bottling  plant,  llie  fol¬ 
lowing  categories  of  nonpool  plants  are 
further  defined  as  follows: 

(a)  “Other  order  plant”  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order  issued 
pursuant  to  the  Act,  unless  such  plant  is 
qualified  as  a  pool  plant  pursuant  to 
S  1006.10  and  a  greater  volume  of  fluid 
milk  products  is  disposed  of  from  such 
plant  in  this  marketing  area  on  routes 
and  to  pool  plants  qualified  on  the  basis 
of  route  distribution  in  this  marketing 
area  than  in  the  marketing  area  reg¬ 
ulated  pursuant  to  such  other  order. 

(b)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

(c)  “Exempt  distilbuting  plant” 
means  a  distributing  plant  operated  by  a 
governmental  agency. 

(d)  “Partially  regulated  distributing 
plant”  means  a  nonpool  plant  that  Is  a 
distributing  plant  and  is  not  an  other 
order  plant,  a  producer-handler  plant 
or  an  exempt  distributing  plant. 

(e )  “Unregulated  supply  plant”  means 
a  nonpool  plant  that  is  a  supply  plant 
and  is  not  an  other  order  plant,  a  pro¬ 
ducer-handler  plant  or  an  exempt  dis¬ 
tributing  plant. 

§  1006.12  Route. 

“Route"  means  a  delivery  (except  to  a 
plant)  either  direct  or  through  any  dis¬ 
tribution  facility  (including  disposition 
from  a  plant  store,  vendor  or  vending 
machine)  of  a  fluid  milk  product  classi¬ 
fied  as  Class  I  pursuant  to  S  1006.41(a) 

(1). 

§  1006.13  Ilundler. 

“Handler”  means : 

(a)  Any  person  in  his  capacity  as  the 
operator  of  one  or  more  pool  plants; 

(b)  Any  person  in  his  capacity  as  the 
operator  of  a  partially  regulated  distrib¬ 
uting  plant; 

(c)  Any  cooperative  association  with 
respect  to  producer  milk  which  it  causes 
to  be  diverted  from  a  pool  plant  to  a  non¬ 
pool  plant  for  the  account  of  such  co¬ 
operative  association; 

(d)  A  cooperative  association  with  re¬ 
spect  to  milk  of  its  producer-members 
which  is  delivered  from  the  farm  to  the 
pool  plant  of  another  handler  in  a  tank 
truck  owned  and  operated  by  or  under 
contract  to  such  cooperative  association. 
The  milk  for  which  a  cooperative  associa¬ 
tion  is  the  handler  pursuant  to  this  para¬ 
graph  shall  be  deemed  to  have  been  re¬ 
ceived  at  the  location  of  the  pool  plant 
to  which  it  was  delivered; 

(e)  Any  person  in  his  capacity  as  the 
operator  of  an  other  order  plant  that  is 
either  a  distributing  plant  or  a  supply 
plant;  and 

(f)  A  producer-handler. 

§  1006.14  ProdurerJiandlcr. 

“Producer-handler”  means  any  person 
who: 


(a)  Operates  a  dairy  farm  and  a  dis¬ 
tributing  plant  from  which  the  Class  I 
disposition  (except  that  represented  by 
nonfat  solids  used  in  the  fortification  of 
fluid  milk  products)  is  entirely  from  his 
own  farm  production; 

(b)  Receives  no  fluid  milk  products 
from  sources  other  than  his  own  farm 
production;  and 

(c)  Provides  proof  satisfactory  to  the 
market  administrator  that  the  care  and 
management  of  the  dairy  animals  and 
other  resources  necessary  to  produce  all 
fluid  milk  products  handled  and  the  op¬ 
eration  of  the  processing  and  packaging 
business  are  his  personal  enterprise  and 
risk. 

§  1006.13  PrcHliicer. 

“Producer”  means  any  person,  except 
a  producer-handler  as  defined  in  any  or¬ 
der  (including  this  part)  issued  pursuant 
to  the  Act  or  the  operator  of  an  exempt 
distributing  plant,  who  produces  milk  in 
compliance  with  the  inspection  require¬ 
ments  of  a  duly  constituted  health  au¬ 
thority,  which  milk  is  received  at  a  pool 
plant  or  diverted  pursuant  to  §  1006.16 
from  a  pool  plant  to  a  nonpool  plant. 

§1006.16  Producer  milk. 

“Producer  milk”  means  the  skim  milk 
and  butterfat  contained  in  milk: 

(a)  Received  at  a  pool  plant  directly 
from  a  producer  or  a  handler  pursuant 
to  S  1006.13(d) :  Provided,  That  if  the 
milk  received  at  a  pool  plant  from  a 
handler  pursuant  to  S  1006.13(d)  is  pur¬ 
chased  on  a  basis  other  than  farm 
weights,  the  amount  by  which  the  total 
farm  weights  of  such  milk  exceed  the 
weights  on  which  the  pool  plant’s  pur¬ 
chases  are  based  shall  be  pi^ucer  milk 
received  by  the  handler  pursuant  to 
§  1006.13(d)  at  the  location  of  the  pool 
plant;  or 

(b)  Diverted  from  a  pool  plant  to  a 
nonpool  plant  that  is  neither  an  other 
order  plant  nor  a  producer-handler  plant 
for  the  account  of  the  pool  plant  opera¬ 
tor  or  a  cooperative  association  In  any 
month  in  which  not  less  than  10  days’ 
production  of  the  producer  whose  milk 
is  diverted  is  physically  received  at  a 
pool  plant,  subject  to  the  following: 

(1)  Milk  so  diverted  for  the  ac<X)unt 
of  a  handler  operating  a  pool  plant  shall 
be  deemed  to  have  been  received  by  the 
handler  at  the  plant  to  which  diverted 
and  if  diverted  for  the  account  of  a  co¬ 
operative  association,  shall  be  deemed  to 
have  been  received  by  the  cooperative  as¬ 
sociation  at  the  location  of  the  plant  to 
which  diverted; 

(2)  If  diverted  from  the  P(X>1  plant 
of  another  handler  for  the  accoimt  of  a 
cooperative  association,  the  aggregate 
quantity  of  milk  of  member  producers 
of  the  <X)operative  association  so  diverted 
that  exceeds  25  percent  of  the  milk 
physically  re<»ived  from  member-pro¬ 
ducers  at  pool  plants  during  the  month 
shall  not  be  deemed  to  have  been  re¬ 
ceived  at  a  pool  plant  and  shall  not  be 
producer  milk; 

(3)  If  diverted  by  a  handler  operating 
a  p(x>l  plant  for  his  account,  the  aggre¬ 
gate  quantity  of  producer  milk  so  di¬ 
verted  that  exceeds  25  percent  of  the 


aggregate  quantity  of  milk  physically 
received  from  producers  at  such  plant 
during  the  month  shall  not  be  deemed  to 
have  been  received  at  a  pool  plant  and 
shall  not  be  producer  milk;  and 

(4)  ’The  diverting  handler  shall  desig¬ 
nate  the  dairy  farmers  whose  milk  is  not 
producer  milk  pursuant  to  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph. 
If  the  handler  fails  to  make  such  desig¬ 
nation,  no  milk  diverted  by  him  shall  be 
producer  milk. 

§1006.17  Other  M>urre  milk. 

“Other  source  milk”  means  the  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  Class  n 
products  from  any  source  except  (1)  pro¬ 
ducer  milk,  (2)  fluid  milk  products  and 
Class  n  products  from  pool  plants,  and 
(3)  fluid  milk  product  and  Class  II 
products  in  inventory  at  the  beginning 
of  the  month; 

(b)  Products  other  than  fluid  milk 
products  and  Class  n  products  from  any 
source  (including  those  produced  at  the 
plant)  which  are  reprocessed,  converted 
into  or  combined  with  another  product 
in  the  plant  during  the  month;  and 

(c)  Any  disappearance  of  nonfiuid 
products  in  a  form  in  which  they  may  be 
converted  into  a  Class  I  product  and 
which  are  not  otherwise  accounted  for 
pursuant  to  §  1006.33. 

§  1006.18  Chicago  butler  prire. 

“Chicago  butter  price”  means  the  sim¬ 
ple  average  as  computed  by  the  market 
administrator  of  the  daily  wholesale  sell¬ 
ing  prices  (using  the  midpoint  of  any 
price  range  as  one  price)  per  pound  of 
92-score  bulk  creamery  butter  at  Chicago 
as  reported  for  the  month  by  the 
Department. 

§1006.19  Class  II  product. 

“Class  II  product”  means  cream,  sour 
cream,  half  and  half,  buttermilk,  aci¬ 
dophilus  milk  and  chocolate  drink. 

Market  Administrator 
§  1006J20  Designation. 

’The  agency  for  the  administration  of 
this  order  shall  be  a  market  administra¬ 
tor.  selected  by  the  Secretary,  who  shall 
be  entitled  to  such  compensation  as  may 
be  determined  by.  and  shall  be  subject 
to  removal  at  the  discretion  of.  the 
Secretary. 

§  1006.21  Powers. 

’The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  To  administer  its  terms  and  pro¬ 
visions; 

(b)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions; 

(c)  ’To  receive,  investigate,  and  report 
to  the  Secretary  complaints  of  viola¬ 
tions;  and 

(d)  ’To  recommend  amendments  to 
the  Secretary. 

§  1006.22  Duties. 

’The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part. 
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including  but  not  limited  to  the  follow¬ 
ing: 

(a>  Within  30  days  foliowing  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  his  duties 
and  conditioned  upon  the  faithful  per¬ 
formance  of  such  duties,  in  an  amount 
and  with  surety  thereon  satisfactory  to 
the  Secretary: 

lb)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions: 

(c)  Obtain  a  bond  in  a  reasonable 
amount,  and  with  reasonable  surety 
thereon,  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator: 

(d)  Pay  out  of  the  funds  received  pur¬ 
suant  to  §  1006.77  the  cost  of  his  bcmd 
and  of  the  bonds  of  his  employees,  his 
own  compensation,  and  all  other  ex¬ 
penses  except  those  Incurred  under 
§  1006.76,  necessarily  incurred  by  him  in 
the  maintenance  and  functioning  of  his 
office  and  in  the  performance  of  his 
duties: 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and  upon  request 
by  the  Secretary,  surrender  the  same  to 
such  other  person  as  the  Secretary  may 
designate: 

(f)  Publicly  announce  at  his  discre¬ 
tion,  unless  otherwise  directed  by  the 
Secretary,  by  posting  in  a  ccmspicuous 
place  in  his  office  and  by  such  other 
means  as  he  deems  iqipropriate,  the 
name  of  any  person  who,  after  the  date 
upon  which  he  is  required  to  perform 
such  acts,  has  not  made  either  reports 
pursuant  to  !S  1006.30  through  1006.32 
or  payments  pursuant  to  §S  1006.70, 
1006.74,  1006.76,  1006.77,  and  1006.78: 

(g)  Suixnit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  requested  by  the  Secretiuir: 

(h)  Verify  all  reports  and  payments 
of  each  handler  by  audit  of  such  han¬ 
dler's  records  and  of  the  records  of  any 
other  handler  or  person  upon  whose 
utilization  the  classiflcation  of  skim  milk 
and  butterfat  for  such  handler  depends, 
and  by  such  investigation  as  the  market 
administrator  deems  necessary. 

(i)  Prepare  and  disseminate  to  the 
public  such  statistics  and  such  informa¬ 
tion  as  he  deems  advisable  and  as  do  not 
reveal  confidential  information: 

(j)  Publicly  announce  on  or  before: 

(1)  The  5th  day  of  each  month  the 
Class  I  price  and  Class  I  butterfat  differ¬ 
ential,  both  for  the  current  month,* 

(2)  The  5th  day  of  each  month  the 
Class  II  and  Class  in  prices  and  the 
corresponding  butterfat  differentials,  all 
for  the  preceding  month:  and  v 

(3)  The  11th  day  of  each  month  the 
uniform  price  and  the  producer  butter¬ 
fat  differential,  both  for  the  preceding 
month: 

(k)  On  or  before  the  13th  day  after 
the  end  of  each  month,  report  to  each 
cooperative  association,  upon  request  by 
such  association,  the  percentage  of  the 


milk  caused  to  be  delivered  by  the  co¬ 
operative  association  for  its  members 
which  was  utilized  in  each  class  at  each 
pool  plant  receiving  such  milk.  For  the 
purpose  of  this  report,  the  milk  so  re¬ 
ceived  shall  be  allocated  to  each  class 
at  each  pool  plant  in  the  same  ratio  as 
all  producer  milk  received  at  such  plant 
during  the  month: 

.  (1)  Whenever  required  for  purposes  of 
allocating  receipts  from  other  order 
plants  pursuant  to  {  1006.45(a>  (10)  and 
the  corresponding  step  of  f  1006.45(b) , 
the  market  administrator  shall  estimate 
and  publicly  announce  the  utilization  (to 
the  nearest  whole  percentage)  in  each 
class  during  the  month  of  skim  milk  and 
butterfat,  respectively,  in  producer  milk 
of  all  handlers.  Such  estimate  shall  be 
based  upon  the  most  current  available 
data  and  shall  be  final  for  such  purpose: 

(m)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  skim  milk 
and  butterfat  in  the  form  of  fluid  milk 
products  from  an  other  order  plant,  the 
classification  to  which  such  receipts  are 
allocated  pursuant  to  S  1006.45  pursuant 
to  such  report,  and  thereafter  any  change 
in  such  allocation  required  to  correct 
errors  disclosed  in  verification  of  such 
reports:  and 

(n)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  to  an  other  order  plant,  the 
classiflcation  to  which  such  fluid  milk 
products  were  allocated  by  the  market 
administrator  of  the  other  order  on  the 
basis  of  the  report  of  the  receiving  han¬ 
dler:  and,  as  necessary,  any  changes  in 
such  classiflcation  arising  in  the  verifi¬ 
cation  of  such  report. 

Reports,  Records,  and  Facilities 

§  10()6.30  Reports  of  receipts  and  utili¬ 
zation. 

On  or  before  the  7th  day  after  the  end 
of  each  month,  each  handler  (except  a 
handler  pursuant  to  f  1006.13  (e)  or  (f ) ) 
shall  report  to  the  market  administrator 
for  such  month  with  respect  to  each  plant 
at  which  milk  is  received,  reporting  in 
detail  and  on  forms  prescribed  by  the 
market  administrator: 

(a)  The  quantities  of  skim  milk  and 
butterfat  contained  in  or  represented  by: 

(1)  Producer  milk  (or.  in  the  case  of 
handlers  pursuant  to  S  1006. 13(b).  Grade 
A  milk  received  from  dairy  farmers) : 

(2)  Fluid  milk  products  and  Class  n 
products  received  from  pool  plants  of 
other  handlers: 

(3)  Other  source  milk: 

(4)  Milk  diverted  to  nonpool  plants 
pursuant  to  S  1006.16:  and 

(5)  Inventories  of  fluid  milk  products 
and  Class  U  products  at  the  beginning 
and  end  of  the  month; 

(b)  Tnie  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  this  section,  including  a  sep¬ 
arate  statement  showing  the  reoiectlve 
amounts  of  skim  milk  and  butterfat  dis¬ 
posed  of  as  Class  I  milk  in  the  marketing 
area  on  routes:  and 


(c)  Such  other  information  with  re¬ 
spect  to  the  receipts  and  utilization  of 
skim  milk  and  butterfat  as  the  market 
administrator  may  prescribe. 

§  1()06.31  Producer  payroll  rep4irl!<. 

(a)  Each  handler  pursuant  to  f  1006.13 

(a) .  (c) .  and  (d)  shall  report  to  the  mar¬ 
ket  administrator  in  detail  and  on  forms 
prescribed  by  the  market  administrator 
on  or  before  the  20th  day  after  the  end 
of  the  month  his  producer  payroll  for 
such  month  which  shall  show  for  each 
producer: 

(1)  His  identity: 

(2)  The  quantity  of  milk  received  from 
such  producer  and  the  number  of  days, 
if  less  than  the  entire  month,  on  which 
milk  was  received  from  such  producer: 

(3)  The  average  butterfat  content  of 
such  milk:  and 

(4)  The  net  amount  of  such  handler's 
payment,  together  with  the  price  paid 
and  the  amount  and  nature  of  any  de¬ 
ductions. 

(b)  Each  handler  operating  a  par¬ 
tially  regulated  distributing  plant  who 
does  not  elect  to  make  payments  pur¬ 
suant  to  S  1006.62(b)  shall  report  to  the 
market  administrator  on  or  before  the 
20th  day  after  the  end  of  the  month  the 
same  information  required  of  handlers 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion.  In  such  report,  payments  to  dairy 
farmers  delivering  Grade  A  milk  shall  be 
reported  in  lieu  of  pa3mient8  to  pro¬ 
ducers. 

§  1006.32  Other  reports. 

(a)  Each  producer-handler  shall 
make  reports  to  the  market  administra¬ 
tor  at  such  time  and  in  such  manner  as 
the  market  administrator  may  prescribe. 

(b)  Each  handler  who  operates  an 
other  order  plant  shall  report  total  re¬ 
ceipts  and  utilization  or  disposition  of 
skim  milk  and  butterfat  at  the  plant  at 
such  time  and  in  such  manner  as  the 
maricet  administrator  may  require  and 
allow  verification  of  such  reports  by  the 
market  administrator. 

(c)  Each  handler  pursuant  to  1  1006.13 

(d)  shall  report  to  the  market  adminis¬ 
trator.  in  detail  and  on  forms  prescribed 
by  the  market  administrator  on  or  be¬ 
fore  the  7th  day  after  the  end  of  the 
month  the  quantities  of  skim  milk  and 
butterfat  in  producer  milk  delivered  to 
each  pool  plant  in  such  month. 

§  1006.33  Rerordit  and  facililie*. 

Each  handler  shall  maintain  and  make 
available  to  the  market  administrator 
during  the  usual  hours  of  business  such 
accounts  and  records  of  his  operations 
together  with  such  facilities  as  are  neces¬ 
sary  for  the  market  administrator  to 
verify  or  establish  the  correct  data  for 
each  month,  with  respect  to: 

(a)  The  receipt  and  utilization  of  all 
skim  milk  and  butterfat  handled  in  any 
form  during  the  month,* 

(b)  The  weights  and  butterfat  and 
other  content  of  all  milk  and  milk  prod¬ 
ucts  handled  during  the  month; 

(c)  The  pounds  of  skim  milk  and 
butterfat  contained  in  or  represented  by 
all  milk  products  in  inventory  at  the 
beginning  and  end  of  each  month;  and 
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(d)  Payments  to  dairy  farmers  and 
cooperative  associations,  Including  the 
amount  and  nature  of  any  deductions 
and  the  disbursement  of  money  so 
deducted. 

§  1006.34  Retention  of  records. 

All  books  and  records  required  under 
this  part  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  3  years  to 
begin  at  the  end  of  the  month  to  which 
such  books  and  records  pertain:  Pro¬ 
vided,  That  if,  within  such  3-year  period, 
the  market  administrator  notifies  the 
handler  in  writing  that  the  retention  of 
such  books  and  records,  or  of  specified 
books  and  records,  is  necessary  in  con¬ 
nection  with  a  proceeding  under  section 
8c(15)  (A)  of  the  Act  or  a  court  action 
specified  in  such  notice,  the  handler  shall 
retain  such  books  and  records  or  specified 
books  and  records  until  further  notifica¬ 
tion  from  the  market  administrator.  In 
either  case,  the  market  administrator 
shall  give  further  written  notification  to 
the  handler  promptly  upon  the  termina¬ 
tion  of  the  litigation  or  when  the  records 
are  no  longer  necessary  in  connection 
therewith. 

Classification  of  Milk 

§  1006.40  Skim  milk  and  bullerfal  lu  be 
elaftwified. 

The  skim  milk  and  butterfat  required 
to  be  reported  pursuant  to  §  1006.30  shall 
be  classified  each  month  pursuant  to  the 
provisions  of  S§  1006.41  through  1006.45: 
Provided.  That  such  skim  milk  and 
butterfat  shall  be  Class  I  milk  unless  the 
handler  who  first  receives  such  skim  milk 
or  butterfat  proves  to  the  market  admin¬ 
istrator  that  such  skim  milk  or  butterfat 
should  be  classified  otherwise. 

§  1006.41  (3aKAe«i  of  ulili/.aliun. 

Subject  to  the  conditions  set  forth  in 
S  1006.43,  the  classes  of  utilization  shall 
be  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall  be 
all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 
milk  product,  except  as  provided  in  para¬ 
graphs  (b)(2)  an(l  (c)  (2).  (3),  and  (4) 
of  this  section;  and 

(2)  Not  ac(x>unted  for  as  Class  II  or 
Class  III  milk. 

(b)  Class  II  milk.  Class  II  milk  sh  11 
be  all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  Class 
II  product,  except  as  provided  in  para¬ 
graph  (c)  (2),  (3),  and  (4)  of  this  sec¬ 
tion;  and 

(2)  In  inventory  of  fluid  milk  products 
and  Class  n  products  at  the  end  of  the 
month. 

(c)  Class  III  milk.  Class  III  milk 
shall  be: 

(1)  Skim  milk  and  butterfat  used  to 
produce  frozen  desserts  (e.g.,  ice  cream, 
ice  cream  mix) ,  eggnog,  yogurt,  aerated 
cream  products,  butter,  cheese  (includ¬ 
ing  cottage  cheese) ,  evaporated  and  con¬ 
densed  milk  (plain  or  sweetened) .  nonfat 
dry  milk,  dry  whole  milk,  dry  whey,  con¬ 
densed  or  dry  buttermilk,  and  sterilized 
products  in  hermetically  sealed  contain¬ 
ers; 


(2)  Skim  milk  and  butterfat  in  fluid 
milk  products  and  in  Class  n  products 
disposed  of  by  a  handler  for  livestock 
feed; 

(3)  Skim  milk  and  butterfat  in  fluid 
milk  products  and  in  Class  II  prixlucts 
dumped  by  a  handler  after  notification 
to,  and  opportunity  for  verification  by, 
the  market  administrator; 

(4)  Skim  milk  represented  by  the 
nonfat  solids  added  to  a  fluid  milk  prod¬ 
uct  or  Class  n  pr(xluct  which  is  in  ex¬ 
cess  of  an  equivalent  volume  of  such 
product  prior  to  the  addition; 

(5)  Skim  milk  and  butterfat,  respec¬ 
tively,  in  shrinkage  at  each  pool  plant 
(except  in  milk  diverted  to  a  nonpool 
plant  pursuant  to  §  1006.16)  but  not  in 
excess  of : 

(i)  2  percent  of  producer  milk  (except 
that  received  from  a  handler  pursuant  to 
§  1006.13  (d)) ; 

(ii)  Plus  1.5  percent  of  producer  milk 
received  from  a  handler  pursuant  to 
S  1006.13(d) :  Provided,  That  if  the  han¬ 
dler  receiving  such  milk  files  noti<^e  with 
the  market  administrator  that  he  is  pur¬ 
chasing  such  milk  on  the  basis  of  farm 
weights,  the  applicable  percentage  pur¬ 
suant  to  this  subdivision  shall  be  2  per¬ 
cent; 

(iii)  Plus  1.5  percent  of  bulk  fluid 
milk  products  received  from  other  pool 
plants; 

(iv)  Plus  1.5  percent  of  bulk  fluid  milk 
prcxiucts  received  from  other  order 
plants  exclusive  of  the  quantity  for  which 
Class  II  or  Class  III  utilization  was  re¬ 
quested  by  the  operators  of  both  plants; 

(V)  Plus  1.5  percent  of  bulk  fluid  milk 
products  from  unregulated  supply  plants 
exclusive  of  the  quantity  for  which  Class 
II  or  Class  III  utilization  was  requested 
by  the  handler; 

(vl)  Less  1.5  percent  of  bulk  fiuid  milk 
products  transferred  to  other  plants; 
and 

(6)  Skim  milk  and  butterfat  in  shrink¬ 
age  of  other  source  milk  all(x:ated  pur¬ 
suant  to  S  1006.42(b)  (2). 

§  1006.42  .Shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  over  each  pool  plant’s 
receipts  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  for 
each  pool  plant;  and 

(b)  Prorate  the  resulting  amounts  be¬ 
tween  the  receipts  of  skim  milk  and  but¬ 
terfat,  respectively,  in: 

(1)  The  net  quantity  of  producer  milk 
and  other  fiuid  milk  products  specified 
in  S  1006.41(c)  (5) ;  and 

( 2 )  Other  source  milk  exclusive  of  that 
specified  ini  1006.41(c)(5). 

§  1006.43  Transfers. 

Skim  milk  or  butterfat  shall  be  classi¬ 
fied: 

(a)  At  the  utilization  indicated  by  the 
operators  of  both  plants,  otherwise  as 
Class  I  milk,  if  transferred  in  the  form  of 
a  fiuid  milk  product  or  a  Class  II  product 
from  a  pool  plant  to  the  pool  plant  of  an¬ 
other  handler,  subject  to  the  following 
conditions: 

(1)  The  skim  milk  or  butterfat  so  as¬ 
signed  to  each  class  shall  be  limited  to 


the  amount  thereof  remaining  in  such 
class  in  the  transferee  plant  after  com¬ 
putations  pursuant  to  i  1006.45(a)  (10) 
and  the  corresponding  step  of  §  1006.45 
(b) ; 

(2)  If  the  transferor  plant  received 
during  the  month  other  source  milk  to  be 
allocated  pursuant  to  {  1006.45(a)  (3) ,  the 
skim  milk  and  butterfat  so  transferred 
shall  be  classified  so  as  to  idlocate  the 
least  possible  Class  I  utilization  to  such 
other  source  milk;  and 

(3)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  S  1006.45(a)  (9) 
or  (10)  and  the  corresponding  steps  of 
S  1006.45(b) ,  the  skim  milk  and  butterfat 
so  transferred  up  to  the  total  of  such 
receipts  shall  not  be  classified  as  Class  I 
milk  to  a  greater  extent  than  would  be 
applicable  to  a  like  quantity  of  such  other 
source  milk  received  at  the  transferee 
plant. 

(b)  As  Class  I  milk,  if  transferred  or 
diverted  in  the  form  of  a  fiuid  milk  pr(xl- 
uct  or  a  Class  II  product  to  a  nonpool 
plant  that  is  not  an  other  order  plant,  a 
producer-handler  plant  or  an  exempt 
distributing  plant  imless  the  require¬ 
ments  of  subparagraphs  (1)  and  (2)  of 
this  paragraph  are  met,  in  which  case 
the  skim  milk  and  butterfat  so  trans¬ 
ferred  or  diverted  shall  be  classified  in 
accordance  with  the  assignment  resulting 
from  subparagraph  (3)  of  this  para¬ 
graph: 

(1)  The  transferring  or  diverting 
handler  claims  classification  in  Class  II 
or  Class  III  in  his  report  submitted 
pursuant  to  S  1006.30; 

(2)  The  operator  of  such  nonpool 
plant  maintains  b(X)ks  and  records 
showing  the  utilization  of  all  skim  milk 
and  butterfat  received  at  such  plant 
which  are  made  available  if  request^  by 
the  market  administrator  for  the  purpose 
of  verification;  and 

(3)  The  skim  milk  and  butterfat  so 
transferred  shall  be  classified  on  the 
basis  of  the  following  assignment  of 
utilization  at  such  nonpool  plant  in  ex¬ 
cess  of  receipts  of  packaged  fiuid  milk 
products  from  all  pool  plants  and  other 
order  plants: 

(i)  Any  Class  I  utilization  disposed  of 
on  routes  in  the  marketing  area  shall  be 
first  assigned  to  the  skim  milk  and  but¬ 
terfat  in  the  fiuid  milk  products  so 
transferred  or  diverted  from  pool  plants, 
next  pro  rata  to  such  receipts  from  other 
order  plants  and  thereafter  to  receipts 
from  dairy  farmers  who  the  market 
administrator  determines  constitute  the 
regular  source  of  supply  of  Grade  A  milk 
for  such  nonpool  plant; 

(11)  Any  Class  I  utilization  disposed  of 
on  routes  in  the  marketing  area  of  an¬ 
other  order  issued  pursuant  to  the  Act 
shall  be  first  assigned  to  the  skim  milk 
and  butterfat  in  receipts  of  fiuid  milk 
products  transferred  or  diverted  from 
plants  fully  regulated  by  such  order, 
next  pro  rata  to  such  receipts  from  p(x>l 
plants  and  other  order  plants  not  regu¬ 
lated  by  such  order,  and  thereafter  to 
receipts  from  dairy  farmers  who  the 
market  administrator  determines  con¬ 
stitute  the  regular  source  of  supply  for 
such  nonpool  plant; 
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(ill)  Class  I  utilization  in  excess  of 
that  assigned  pursuant  to  subdivisions 

(i)  and  (ii)  of  this  subparagraph  shall 
be  assigned  first  to  remaining  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  the 
regular  source  of  supply  for  such  nonpool 
plant  and  Class  I  utilization  in  excess  of 
such  receipts  shall  be  assigned  pro  rata 
to  unassigned  receipts  at  such  nonpool 
plant  from  all  pool  and  other  order 
plants; 

(iv)  To  the  extent  that  Class  I  utili¬ 
zation  is  not  so  assigned  to  it,  the  skim 
milk  and  butterfat  in  fluid  milk  products 
so  transferred  shall  be  classified  as  Class 
III  milk  to  the  extent  available  and  the 
remsdnder  as  Class  n  milk;  and 

(V)  To  the  extent  that  Class  I  or  Class 
III  utilization  is  not  assigned  to  it.  the 
skim  milk  and  butterfat  in  Class  n  prod¬ 
ucts  so  transferred  shall  be  classified  as 
Class  II  mUk. 

(c)  As  follows,  if  transferred  in  the 
form  of  a  fluid  milk  product  or  Class  II 
product  to  an  other  order  plant  in  excess 
of  receipts  from  such  plant  in  the  same 
category  as  described  in  subparagraph 

(1).  (2).  or  (3)  of  this  paragraph: 

(1)  If  transferred  in  packaged  form, 
classification  shall  be  in  the  classes  to 
which  allocated  imder  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  subparagraph  (3)  of  this 
paragraph) ; 

(3)  If  the  operators  of  both  the  trans¬ 
feror  and  transferee  plants  so  request  in 
the  reports  of  receipts  and  utilization 
filed  with  their  respective  market  ad¬ 
ministrators,  transfers  in  bulk  form  shall 
be  classified  as  Class  n  or  Class  ni  to 
the  extent  of  the  Class  n  or  Class  m 
utilization  (or  comparable  utilization  un¬ 
der  such  other  order)  available  for  such 
assignment  pursuant  to  the  allocation 
provisions  of  the  transferee  order; 

(4)  If  information  concerning  the 
classification  to  which  allocated  under 
the  other  order  is  not  available  to  the 
market  administrator  for  purposes  of 
establishing  classification  pursuant  to 
this  paragraph,  classification  shall  be  as 
Class  I  subject  to  adjustment  when  such 
information  is  available; 

(5)  For  purposes  of  this  paragraph,  if 
the  transferee  order  provides  for  more 
than  two  classes  of  utilization,  skim  milk 
and  butterfat  allocated  to  a  class  con¬ 
sisting  primarily  of  fluid  milk  products 
shall  be  classified  as  Class  I,  and  alloca¬ 
tions  to  other  classes  shall  be  classified 
in  a  comparably  classification  as  Class  n 
or  Class  III  milk;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product  is  transferred  to  an  other 
order  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classi¬ 
fication  shall  be  in  accordance  with  the 
provisions  of  9  1006.41. 

(d)  As  Class  n  (to  the  extent  of  such 
utilization  in  the  transferee  plant)  if 
transferred  to  the  plant  of  a  producer- 
handler  in  the  form  of  a  Class  n  prod¬ 
uct.  unless  a  Class  m  classiflcatlon  is 
requested  by  the  operators  of  both  plants 


and  sufflcient  Class  III  utilization  is 
available  in  the  transferee  plant. 

(e)  As  Class  I  milk  if  transferred  or 
diverted  in  the  form  of  a  fluid  milk  prod¬ 
uct.  and  as  Class  n  milk  if  transferred  in 
the  form  of  a  Class  n  product,  from  a 
pool  plant  to  an  exempt  distributing 
plant. 

§  1006.44  Compulation  of  Nkim  milk 
and  butterfat  in  each  rlaM. 

For  each  month,  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
other  obvious  errors  all  reports  submit¬ 
ted  pursuant  to  §  1006.30  and  from  such 
reports,  shall  compute  for  each  handler 
the  total  pounds  of  skim  milk  and  but¬ 
terfat  in  each  class:  Provided,  That  if 
any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  removed 
before  the  product  is  utilized  or  disposed 
of  by  a  handler,  the  pounds  of  skim  milk 
used  or  disposed  of  in  such  product  shall 
be  considered  to  be  a  quantity  equiva¬ 
lent  to  the  nonfat  milk  solids  contained 
in  such  product  plus  all  the  water  orig¬ 
inally  associated  with  such  solids. 

§  1006.45  Allocation  of  nkim  milk  and 
butterfat  rlaoitiOed. 

After  making  the  computations  pur¬ 
suant  to  9  1006.44,  the  market  adminis¬ 
trator  shall  determine  the  classiflcatlon 
of  producer  milk  for  each  handler  for 
each  month  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

(1)  Subtract  from  the  total  pounds 
of  skim  milk  in  Class  m  the  pounds  of 
skim  milk  classifled  as  CHass  ni  pursuant 
to  9  1006.41(c)  (5) ; 

(2)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  received '  in  packaged  form  from 
other  order  plants  as  follows: 

(i)  From  Class  in  milk,  the  lesser  of 
the  pounds  remaining  or  the  quantity 
associated  with  such  receipts  and  classi¬ 
fled  as  Class  HI  pursuant  to  9  1006.41 
(c)  (4)  plus  2  percent  of  the  remainder  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(3)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  In  each  class.  In  series  begin¬ 
ning  with  Class  in.  the  pounds  of  skim 
milk  in  each  of  the  following;  . 

(I)  Other  source  milk  In  a  form  other 
than  that  of  a  fluid  milk  product  or  a 
Class  n  product; 

(II)  Receipts  of  fluid  milk  products  for 
which  Grade  A  certification  is  not  estab¬ 
lished.  or  which  are  from  imldentifled 
sources; 

(lii)  Receipts  of  fluid  milk  products 
from  a  producer-handler,  as  defined 
under  this  or  any  other  F^eral  order; 
and 

(iv)  Receipts  of  fluid  milk  products 
from  an  exempt  distributing  plant; 

(4)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  Cflass  m  (and  then 
Class  n),  the  pounds  of  skim  milk  in 
Class  n  products  received  from  nonpool 
plants  for  which  the  handler  requests  a 
Class  m  utilization; 


(5)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  Class  II  and  Class  ni. 
pro  rata  to  such  quantities,  the  poimds 
of  skim  milk  in  Class  II  products  re¬ 
ceived  from  nonpool  plants  that  were  not 
subtracted  pursuant  to  subparagraph 
(4)  of  this  paragraph; 

(6)  Subtract,  in  the  order  specified 
below,  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  in  and/or  Class  n  (be¬ 
ginning  with  Class  in  unless  otherwise 
specified  below)  but  not  in  excess  of  such 
quantity  or  quantities; 

(i)  Receipts  of  fluid  milk  products, 
from  unregulated  supply  plants: 

(a)  For  which  the  handler  requests 
such  utilization;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  subtracting 
from  125  percent  of  the  pounds  of  skim 
milk  remaining  in  Class  I  milk,  the  sum 
of  the  pounds  of  skim  milk  in  producer 
milk,  in  receipts  of  fluid  milk  products 
from  pool  plants  of  other  handlers,  and 
in  receipts  of  fluid  milk  products  in  bulk 
from  other  order  plants;  and 

(11)  Receipts  of  fluid  milk  products  in 
bulk  from  an  other  order  plant  in  excess 
of  similar  transfers  to  such  plant,  if 
Class  ni  or  Class  II  utilization  was  re¬ 
quested  by  the  operator  of  such  plant 
and  the  handler; 

(7)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  Class  n  milk  (and 
then  Class  I).  the  pounds  of  skim  milk 
in  inventory  of  fluid  milk  products  and 
Class  II  products  at  the  beginning  of  the 
month; 

(8)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  ni  milk  the  pounds  of 
skim  milk  subtracted  pursuant  to  sub- 
paragraph  (1)  of  this  paragraph; 

(9)  Subtract  from  the  poimds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  from 
unregulated  supply  plAnts  that  were  not 
subtracted  pursuant  to  subparagraph 
(6)  (i)  of  this  paragraph; 

(10)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class,  in  the 
following  order,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  in  bulk 
from  other  order  plants,  in  excess  in  each 
case  of  similar  transfers  to  the  same 
plant,  that  were  not  subtracted  pursuant 
to  subparagraph  (6)  (li)  of  this  para¬ 
graph  ; 

(i)  In  series  beginning  with  Class  in, 
and  thereafter  from  Class  II.  the  pounds 
determined  by  multiplying  the  pounds  of 
such  receipts  by  the  larger  of  the  per¬ 
centage  of  estimated  CJlass  n  and  Class 
in  utilizatlcm  of  skim  milk  announced 
for  the  month  by  the  market  adminis¬ 
trator  pursuant  to  9  1006.22(1)  or  the 
percentage  that  Class  n  and  Class  ni 
utilization  remaining  is  of  the  total  re¬ 
maining  utilization  of  skim  milk  of  the 
handler;  and 

(11)  F^t>m  Class  I,  the  remaining 
pounds  of  such  receipts ; 

(11)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
pounds  of  skim  milk  In  fluid  milk  prod¬ 
ucts  and  in  Class  n  products  received 
from  pool  plants  of  other  handlers  ae- 
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cording  to  the  classification  of  such 
products  pursuant  to  §  1006.43(a) ;  and 

(12)  If  the  pounds  of  skim  milk  re¬ 
maining  exceed  the  pounds  of  skim  milk 
in  producer  milk,  subtract  such  excess 
from  the  pounds  of  skim  milk  remaining 
in  each  class  in  series  beginning  with 
Class  III.  Any  amount  so  subtracted 
shall  be  known  as  “overage”: 

(b)  Buttcrfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this 
section; 

(c)  Determine  the  weighted  average 
butterfat  content  of  producer  milk  in 
each  class  as  computed  pursuant  to 
paragraphs  (a)  and  (b)  of  this  section. 

MiNimm  Prices 
§  1006.50  Basic  formula  price. 

The  basic  formula  price  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
In  Wisconsin  and  Minnesota,  as  reported 
by  the  Department  for  the  month.  Such 
price  shall  be  adjusted  to  a  3.5  iiercent 
butterfat  basis  by  a  butterfat  differen¬ 
tial  (rounded  to  the  nearest  one-tenth 
cent)  at  the  rate  of  the  Chicago  butter 
price  times  0 12  and  rounded  to  the 
nearest  cent. 

§  1006.51  Class  prices. 

Subject  to  the  provisions  of  $§  1006.52 
and  1006.53,  the  class  prices  per  hun¬ 
dredweight  for  the  month  shall  be  as 
follows: 

(a)  Class  I  price.  For  the  first  18 
months  from  the  effective  date  of  this 
section,  the  Class  I  price  shall  be  the 
basic  formula  price  for  the  preceding 
month  plus  $2.80. 

(b)  Class  II  price.  The  Class  n  price 
shall  be  the  basic  formula  price  for  the 
month  plus  $1. 

(c)  Class  III  price.  The  Class  HI 
price  shall  be  the  basic  formula  price  for 
the  month  plus  15  cents. 

§  1006.52  Butterfat  differentials  to  han¬ 
dlers. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
pursuant  to  S  1006.51  shall  be  increased 
or  decreased,  respectively,  for  each  one- 
tenth  percent  butterfat  at  the  following 
rates: 

(a)  Class  I  price,  7.5  cents; 

(b)  Class  n  price,  7.5  cents;  and 

(c)  Class  m  price,  0.115  times  the 
Chicago  butter  price  for  the  month. 

§  1006.53  Loration  differentials  to  han¬ 
dlers. 

(a)  The  Class  I  price  for  producer 
miiic  and  other  source  milk  (for  which  a 
location  adjustment  is  applicable)  at  a 
plant  south  of  Dixie,  Ollchrist,  Alachua, 
Putnam  or  St.  Johns  Counties,  Fla.,  shall 
be  Increased  10  cents  and  at  a  plant 
outside  the  State  of  Florida  and  70  miles 
or  more  from  the  nearer  of  the  City  Halls 
in  Jacksonville  and  Tallahassee,  Fla., 
shall  be  reduced  10  cents  and  an  addi¬ 
tional  1.5  cents  for  each  10  miles  or  frac¬ 
tion  thereof  that  such  plant  is  more  than 
85  miles  from  the  nearer  of  the  Jackson¬ 
ville  and  Tallahassee  City  Halls. 

(b)  For  the  purpose  of  calculating  lo¬ 
cation  differentials,  receipts  of  fluid  milk 


products  from  pool  plants  shall  be  as¬ 
signed  any  remainder  of  Class  I  milk 
at  the  transferee  plant  that  is  in  excess 
of  the  sum  of  producer  milk  receipts  at 
such  plant  and  that  assigned  as  Class  I 
to  receipts  from  other  order  plants  and 
unregulated  supply  plants.  Such  assign¬ 
ment  shall  be  made  in  sequence  accord¬ 
ing  to  the  location  differential  applicable 
at  each  plant,  beginning  with  the  plant 
nearest  the  City  Hall  in  Jacksonville, 
Orlando  or  Tallahassee,  Fla. 

§  1006.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  mar¬ 
ket  administrator  shall  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  that  is  required. 

Application  op  Prices 

§  1006.60  Computation  of  the  net  pool 
obligation  of  each  handler. 

The  net  pool  obligation  of  each  han¬ 
dler  pursuant  to  S  1006.13  (a),  (c),  and 

(d)  during  each  month  shall  be  a  sum  of 
money  computed  by  the  market  adminis¬ 
trator  as  follows: 

<&)  Multiply  the  quantity  of  producer 
milk  in  each  class  as  computed  pursuant 
to  S  1006.45(c)  by  the  applicable  class 
price; 

(b)  Add  the  amount  obtained  from 
multiplying  the  overage  deducted  from 
each  class  pursuant  to  S  1006.45(a)  (12) 
and  the  corresponding  step  of  8  1006.45 
(b)  by  the  applicable  class  prices: 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  n  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  CHass 
I  pursuant  to  8  1006.45(a)  (7)  and  the 
corresponding  step  of  8  1006.45(b); 

(d)  Add  an  amoimt  equal  to  the  differ¬ 
ence  between  the  Class  I  and  Cfiass  m 
price  values  at  the  pool  plant  of  the  skim 
milk  and  butterfat  subtracted  frmn  Class 
I  pursuant  to  8  1006.45(a)  (3)  and  the 
corresponding  step  of  8  1006.45(b) ; 

(e)  Add  the  value  at  the  Class  I  price 
adjusted  for  location  of  the  nearest  non¬ 
pool  plant(s)  from  which  an  equivalent 
volume  was  received,  of  the  skim  milk 
and  butterfat  subtracted  fr(»n  Class  I 
pursuant  to  8  1006.45(a)  (9)  and  the  cor¬ 
responding  step  of  8  1006.45(b). 

§  1006.61  Computation  of  uniform 
price. 

For  each  month,  the  market  adminis¬ 
trator  shall  compute  a  uniform  price  as 
follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  8  1006.60  for  all 
handlers  who  filed  the  reports  pursuant 
to  8  1006.30  for  the  month,  except  those 
in  default  of  payments  required  pursuant 
to  8  1006.74  for  the  preceding  month; 

(b)  Add  or  subtract  for  each  one-tenth 
percent  that  the  average  butterfat  con¬ 
tent  of  milk  represented  by  the  values 
specified  in  paragrsmh  (a)  of  this  section 
is  less  or  more,  respectively,  than  3.5 
percent,  the  amoimt  obtained  by  multi¬ 
plying  such  difference  by  the  butterfat 


differential  pursuant  to  8  1006.71  and 
multiply  the  result  by  the  total  hundred¬ 
weight  of  such  milk; 

(c)  Add  an  amount  equal  to  the  total 
value  of  the  minus  location  differentials 
computed  pursuant  to  8  1006.72(a) ; 

(d)  Subtract  an  amount  equal  to  the 
total  value  of  the  plus  location  differen¬ 
tial  ccMnputed  pursuant  to  8  1006.72(a) ; 

(e)  Add  an  amount  equal  to  one-half 
the  unobligated  balance  in  the  producer- 
settlement  fund; 

(f )  Divide  the  resulting  amount  by  the 
sum  of  the  following  for  all  handlers  in¬ 
cluded  in  these  computations; 

(1)  The  total  hundredweight  of  pro¬ 
ducer  milk;  and 

(2 )  The  total  hundredweight  for  which 
a  value  is  computed  pursuant  to 
8  1006.60(e) ;  and 

(g)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 

§  1006.62  Obligations  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  to 
the  market  administrator  for  the  pro¬ 
ducer-settlement  fund  on  or  before  the 
25th  day  after  the  end  of  the  month 
either  of  the  amounts  (at  the  handler’s 
election)  calculated  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section.  If  the 
handler  fails  to  report  pursuant  to 
88  1006.30  and  1006.31(b)  the  informa¬ 
tion  necessary  to  compute  the  amount 
specified  in  paragraph  (a)  of  this  section, 
he  shall  pay  the  amoimt  computed  pur¬ 
suant  to  paragraph  (b)  of  this  section: 

(a)  An  amount  computed  as  follows: 

(1)  The  obligation  that  would  have 
been  computed  pursuant  to  8  1006.60  at 
such  plant  shall  be  determined  as  though 
such  plant  were  a  pool  plant.  For  pur¬ 
poses  of  such  computation,  receipts  at 
such  nonpool  plant  from  a  pool  plant  or 
an  other  order  plant  shall  be  assigned  to 
the  utilization  at  which  classified  at  the 
pool  plant  or  other  order  plant  and 
transfers  from  such  nonpool  plant  to  a 
pool  plant  or  an  other  order  plant  shall 
be  classified  as  CTlass  n  or  Class  m  milk 
if  allocated  to  such  class  at  the  pool  plant 
or  other  order  plant  and  be  valued  at  the 
uniform  price  of  the  respective  order  if  so 
allocated  to  Class  I  milk.  There  shall  be 
included  in  the  obligation  so  computed  a 
charge  in  the  amount  specified  in 
8  1006.60(e)  and  a  credit  in  the  amount 
specified  in  8  1006.74(b)  (2)  with  respect 
to  receipts  from  an  unregulated  supply 
plant,  unless  an  obligation  with  respect 
to  such  plant  is  computed  as  specified 
below  in  this  subparagraph.  If  the  op¬ 
erator  of  the  partially  regulated  dis¬ 
tributing  plant  so  requests,  and  provides 
with  his  report  pursuant  to  8  1006.30  a 
similar  report  for  each  nonpool  plant 
which  serves  as  a  supply  plant  for  such 
partially  regulated  distributing  plant  by 
shipments  to  such  plant  during  the 
month  equivalent  to  the  requirements  of 
8  1006.10(b),  with  agreement  of  the  op¬ 
erator  of  such  plant  that  the  market 
administrator  may  examine  the  books 
and  records  of  such  plant  for  purposes  of 
verification  of  such  reports,  there  will  be 
added  the  amount  of  the  obligation  com¬ 
puted  at  such  nonpool  supply  plant  in 
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the  same  manner  and  subject  to  the  same 
conditions  as  for  the  partially  regulated 
distributing  plant. 

(2)  From  this  obligation,  deduct  the 
sum  of: 

(i)  The  gross  payments  made  by  such 
handler  for  Orade  A  milk  received  dur¬ 
ing  the  month  from  dairy  farmers  at 
such  plant  and  like  payments  made  by 
the  operator  of  a  supply  plant  (s)  in¬ 
cluded  in  the  computations  pursuant  to 
subparagraph  (1)  of  this  paragraph;  and 

(ii)  Payments  to  the  producer-settle¬ 
ment  fund  of  another  order  under  which 
such  plant  is  also  a  partially  regulated 
distributing  plant. 

(b)  An  amount  computed  as  follows; 

( 1 )  Determine  the  respective  amoimts 
of  skim  milk  and  butterfat  disposed  of 
as  Class  I  milk  in  the  marketing  area  on 
routes; 

(2)  Deduct  (except  that  deducted  un¬ 
der  a  similar  provision  of  another  order 
issued  pursuant  to  the  Act)  the  respec¬ 
tive  amounts  of  skim  milk  and  butterfat 
received  as  Class  I  milk  at  the  partially 
regulated  distributing  plant  from  pool 
plants  and  other  order  plants; 

(3)  Combine  the  amoimts  of  skim  milk 
and  butterfat  remaining  into  one  total 
and  determine  the  weighted  average  but¬ 
terfat  content;  and 

(4)  From  the  value  of  such  milk  at  the 
Class  I  price  applicable  at  the  location 
of  the  nonpool  plant,  subtract  its  value 
at  the  uniform  price  applicable  at  such 
location  or  at  the  Class  HI  price,  which¬ 
ever  is  higher. 

Payments 

§  1006.70  Time  and  method  of  payment. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  each  handler  shall 
make  payment  for  producer  milk  as 
follows: 

(1)  On  or  before  the  20th  day  of  the 
month  to  each  producer  who  had  not 
discontinued  shipping  milk  to  such 
handler  before  the  15th  day  of  the 
month,  not  less  than  85  percent  of  the 
uniform  price  for  the  preceding  month 
(not  less  than  $5  for  the  first  month 
this  provision  is  in  effect)  per  hundred¬ 
weight  of  milk  received  during  the  first 
15  days  of  the  month,  less  proper  deduc¬ 
tions  authorized  in  writing  by  such 
producer; 

(2)  On  or  before  the  5th  day  of  the 
following  month  to  each  producer  who 
had  not  discontinued  shipping  milk  to 
such  handler  before  the  last  day  of  the 
month,  not  less  than  85  percent  of  the 
uniform  price  for  the  preceding  month 
(not  less  than  $5  for  the  first  month 
this  provision  is  in  effect)  per  hundred¬ 
weight  of  milk  received  from  the  16th 
through  the  last  day  of  the  month,  less 
proper  deductions  authorized  in  writing 
by  such  producer;  and 

(3)  On  or  before  the  15th  day  of  each 
month  to  each  producer  for  milk  received 
during  the  preceding  month,  not  less 
than  the  uniform  price  per  hundred¬ 
weight,  adjusted  pursuant  to  S§  1006.71, 
1006.72,  and  1006.76,  subject  to  the 
following: 


(1)  Minus  payments  made  pursuant  to 
subparagraphs  (1)  and  (2)  of  this 
paragraph; 

(il)  Less  proper  deductions  authorized 
in  writing  by  such  producer;  and 

(ill)  If  by  such  date  such  handler  has 
not  received  full  payment  from  the  mar¬ 
ket  {ulministrator  pursuant  to  S  1006.75 
for  such  month,  he  may  reduce  pro  rata 
his  payments  to  producers  by  not  more 
than  the  amount  of  such  underpayment. 
Payment  to  producers  shall  be  completed 
thereafter  not  later  than  the  date  for 
making  payments  pursuant  to  this  para¬ 
graph  next  following  after  receipt  of  the 
balance  due  from  the  market  admin¬ 
istrator. 

(b)  In  the  case  of  a  cooperative  asso¬ 
ciation  which  the  market  administrator 
determines  is  authorized  by  its  members 
to  collect  payment  for  their  milk  and 
which  has  so  requested  any  handler  in 
writing,  together  with  a  written  promise 
of  such  association  to  reimburse  the 
handler  the  amount  of  any  actual  loss 
incurred  by  him  because  of  any  improper 
claim  on  the  part  of  the  association,  such 
handler  on  or  before  the  second  day  prior 
to  the  date  on  which' payments  are  due 
individual  producers,  shall  pay  the  co¬ 
operative  association  for  milk  received 
during  the  month  from  the  producer- 
members  of  such  association  as  deter¬ 
mined  by  the  market  administrator  an 
amount  not  less  than  the  total  due  such 
producer-members  pursuant  to  para¬ 
graph  (a)  of  this  section,  subject  to  the 
following : 

(1)  Payment  pursuant  to  this  para¬ 
graph  shall  be  made  for  milk  received 
from  any  producer  beginning  on  the  first 
day  of  the  month  following  receipt  from 
the  cooperative  association  of  its  certifi¬ 
cation  that  such  producer  is  a  member, 
and  continuing  through  the  last  day  of 
the  month  next  preceding  receipt  of 
notice  from  the  cooperative  association  of 
a  termination  of  membership  or  until  the 
original  request  is  rescinded  in  writing 
by  the  cooperative  association;  and 

(2)  Copies  of  the  written  request  of  the 
cooperative  association  to  receive  pay¬ 
ments  on  behalf  of  its  members,  together 
with  its  promise  to  reimburse  and  its 
certifled  list  of  members  shall  be  sub¬ 
mitted  simultaneously  both  to  the 
handler  and  to  the  market  administra¬ 
tor  and  shall  be  subject  to  verification  by 
the  market  administrator  at  his  discre¬ 
tion,  through  audit  of  the  records  of  the 
cooperative  association.  Exceptions,  if 
any,  to  the  accuracy  of  such  certification 
claimed  by  any  producer  or  by  a  handler 
shall  be  made  by  written  notice  to  the 
market  administrator  and  shall  be  sub¬ 
ject  to  his  determination. 

§  1006.71  Butterfat  differential  to  pro- 
durem. 

The  uniform  price  shall  be  increased 
or  decreased  for  each  one-tenth  percent 
that  the  butterfat  content  of  such  milk, 
is  above  or  below  3.5  percent,  respec¬ 
tively,  at  the  rate  (rounded  to  the  nearest 
one-tenth  cent)  determined  by  multiply¬ 
ing  the  pounds  of  butterfat  in  producer 
milk  allocated  to  each  class  pursuant  to 
i  1006.45  by  the  respective  butterfat  dif¬ 
ferential  for  each  class. 


§  1006.72  lA>raliun  differenliala  to  pro¬ 
ducers  and  on  nonpool  milk. 

(a)  The  uniform  price  for  producer 
milk  received  at  a  pool  plant  shall  be 
reduced  or  increased  according  to  the 
location  of  the  pool  plant  at  the  rates 
set  forth  in  S  1006.53 ;  and 

(b)  For  purposes  of  computations 
pursuant  to  SS  1006.74  and  1006.75,  the 
uniform  price  shall  be  adjusted  at  the 
rates  set  forth  in  {  1006.53  applicable  at 
the  location  of  the  nonpool  plant  from 
which  the  milk  was  received. 

§  1006.73  Produrer-seltlement  fund. 

The  market  administrator  shall  main¬ 
tain  a  separate  fund  known  as  the  “pro¬ 
ducer-settlement  fund”  into  which  he 
shall  deposit  all  payments  into  such  fund 
pursuant  to  SS  1006.62  and  1006.74  and 
out  of  which  he  shall  make  all  payments 
from  such  fund  pursuant  to  S  1006.75: 
Provided.  That  the  market  administra¬ 
tor  shall  offset  the  payment  due  to  a 
handler  against  payments  due  from  such 
handler. 

§  1006.74  Paynientfi  to  the  producer- 
ocltlemenl  fund. 

On  or  before  the  12th  day  after  the 
end  of  the  month,  each  handler  shall 
pay  to  the  market  administrator  the 
amount,  if  any,  by  which  the  total 
amounts  specified  in  paragraph  (a)  of 
this  section  exceed  the  amounte  specified 
in  paragraph  (b)  of  this  section; 

(a)  The  net  pool  obligation  pursuant  to 
S  1006.60  for  such  handler;  and 

(b)  The  sum  of: 

(1)  The  value  of  such  handler's  pro¬ 
ducer  milk  at  the  applicable  uniform 
price;  and 

(2)  The  value  at  the  uniform  price  ap¬ 
plicable  at  the  location  of  the  plant(s) 
from  which  received  (not  to  be  less  than 
the  value  at  the  Class  ni  price)  of  other 
source  milk  for  which  a  value  is  computed 
pursuant  to  S  1006.60(e). 

§  1006.75  Paymcnlx  from  the  produccr- 
Kctllcmcnl  fund. 

On  or  before  the  13th  day  after  the  end 
of  each  month,  the  market  administrator 
shall  pay  to  each  handler  the  amount,  if 
any,  by  which  the  amount  computed  pur¬ 
suant  to  S  1006.74(b)  exceeds  the  amount 
computed  pursuant  to  S  1006.74(a).  If, 
at  such  time,  the  balance  in  the  pro- 
ducer-settl^ent  fimd  is  insufficient  to 
make  all  payments  pursuant  to  this  sec¬ 
tion,  the  maricet  administrator  shall  re¬ 
duce  uniformly  such  payments  and  shall 
complete  such  payments  as  soon  as  the 
funds  are  available. 

§  1006.76  Marketing  aervireit. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  each  handler  in  mak¬ 
ing  payments  for  producer  milk  received 
during  the  month  shall  deduct  4  cents  per 
hundredweight  or  such  lesser  amount  as 
the  Secretary  may  prescribe  (except  on 
such  handler's  own  farm  production)  and 
shall  pay  such  deductions  to  the  market 
administrator  not  later  than  the  15th 
day  after  the  end  of  the  month.  Such 
money  shall  be  used  by  the  market  ad¬ 
ministrator  to  verify  or  establish  weights, 
samples  and  tests  of  producer  milk  and 


FEDERAL  REGISTER,  VOL.  31,  NO.  199 — THURSDAY,  OCTOUR  13,  1964 


13298 


PROPOSED  RULE  MAKING 


to  provide  producers  with  market  infor¬ 
mation.  Such  services  shall  be  per¬ 
formed  in  whole  or  in  part  by  the  market 
administrator  or  by  an  agent  engaged  by 
and  responsible  to  him. 

<b)  In  the  case  of  producers  for  whom 
a  cooperative  association  is  performing, 
as  determined  by  the  Secretary,  the  serv¬ 
ices  set  forth  in  paragraph  (a)  of  this 
section,  each  handler  shall  make,  in  lieu 
of  the  deductions  specified  in  paragraph 

(a)  of  this  section,  such  deductions  as  are 
authorized  by  such  producers  and,  on  or 
before  the  15th  day  after  the  end  of  each 
month,  pay  over  such  deductions  to  the 
association  rendering  such  services. 

§  1006.77  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense  of 
administration  of  this  part,  each  handler 
shall  pay  to  the  market  administrator  on 
or  before  the  15th  day  after  the  end  of 
the  month  4  cents  per  hundredweight  or 
such  lesser  amount  as  the  Secretary  may 
prescribe  with  respect  to: 

(a)  Producer  milk  (including  such 
handler’s  own  production) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  S  1006.45(a)  (3)  and 
(9)  and  the  corresponding  steps  of 
$  1006.45(b);  and 

(c)  Class  I  milk  disposed  of  in  the 
marketing  area  from  a  partially  regu¬ 
lated  distributing  plant  that  exceeds  the 
hundredweight  of  Class  I  milk  received 
during  the  month  at  such  plant  from 
pool  plants  and  other  order  plants. 

§  1006.78  AdjuHtment  of  arrounts. 

When  verification  by  the  market  ad¬ 
ministrator  of  reports  or  payments  of  a 
I'landler  discloses  errors  resulting  in 
monies  due  the  market  administrator 
from  such  handler,  such  handler  from 
the  market  administrator,  or  a  producer 
or  cooperative  association  from  such 
handler,  the  market  administrator  shall 
promptly  notify  such  handler  of  any 
amount  so  due  and  payment  thereof 
shall  be  msuie  not  later  than  the  date  for 
making  payment  next  following  such  dis¬ 
closure. 

§  1006.79  Inlrrent  paymeniH. 

The  impaid  obligation  of  a  handler 
pursuant  to  §S  1006.74,  1006.76,  1006.77, 
and  1006.78  shall  be  increased  one-half 
of  1  percent  for  each  month  or  portion 
thereof  that  such  obligation  is  overdue. 

§  1006.80  Termination  of  obligations. 

The  provisions  of  this  section  shall  ap¬ 
ply  to  any  obligation  under  this  part  for 
the  payment  of  money. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  2  years  after  the  last 
day  of  the  month  during  which  the  mar¬ 
ket  administrator  receives  the  handler’s 
utilization  report  on  the  milk  involved  in 
such  obligation,  unless  within  such  2- 
year  period,  the  market  administrator 
notifies  the  handler  in  writing  that  such 
money  is  due  and  payable.  Service  of 
such  notice  shall  be  complete  upon  mail¬ 
ing  to  the  handler’s  last  known  address, 
and  it  shall  contain,  but  need  not  be 
limited  to,  the  following  information: 


(1)  The  amount  of  the  obligation; 

(2)  The  month(s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  pro- 
ducer(s)  or  association  of  producers,  or 
if  the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
Is  to  be  paid; 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representative  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  administrator 
may.  within  the  2-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  sec¬ 
tion,  notify  the  handler  in  writing  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  2-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until  the 
first  day  of  the  month  following  the 
month  during  which  all  such  books  and 
records  pertaining  to  such  obligation  are 
made  available  to  the  market  admin¬ 
istrator  or  his  representative; 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section,  a 
handler’s  obligation  under  this  part  to 
pay  money  shall  not  be  terminate  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part  of 
the  handler  against  whom  the  obligation 
is  sought  to  be  imposed;  and 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims 
to  be  due  him  under  the  terms  of  this 
part  shall  terminate  2  years  after  the 
end  of  the  month  during  which  the  milk 
involved  in  the  claims  was  received  if 
an  underpayment  is  claimed,  or  2  years 
after  the  end  of  the  month  during  which 
the  payment  (Including  deduction  or  set¬ 
off  by  the  market  administrator)  was 
made  by  the  handler,  if  a  refund  on  such 
payment  is  claimed,  unless  such  handler, 
within  the  applicable  period  of  time,  flies, 
pursuant  to  section  8c(15)  (A)  of  the  Act, 
a  petition  claiming  such  money. 

Effectivx  Time,  Suspension,  or 
Termination 

§  1006.90  Effective  time. 

The  provisitms  of  this  part  or  any 
amendment  thereto  shsdl  b^me  effec¬ 
tive  at  such  time  as  the  Secretary  may 
declare  and  shall  continue  in  force  tmtil 
suspended  or  terminated. 

§  1006.91  SuKpension  or  tcrniinalion. 

The  Secretary  shall  suspend  or  ter¬ 
minate  any  or  all  provisions  of  this  part 
whenever  he  flnds  that  they  obstruct  or 
do  not  tend  to  effectuate  the  declared 
policy  of  the  Act.  This  part  shall,  in 
any  event,  terminate  whenever  the  pro¬ 
visions  of  the  Act  authorizing  it  cease 
to  be  in  effect. 

§1006.92  Continuing  power  and  duly  of 
the  market  administrator. 

(a)  If.  upon  the  suspension  or  termi¬ 
nation  of  any  or  all  of  the  provisions 


of  this  part,  there  are  any  obligations 
arising  hereunder,  the  final  accrual  or 
ascertainment  of  which  requires  furUier 
acts  by  any  handler,  by  the  market  ad¬ 
ministrator.  or  by  any  other  person,  the 
power  and  duty  to  perform  such  further 
acts  shall  continue  notwithstanding  such 
suspension  or  termination:  Provided, 
That  any  such  acts  required  to  be  per¬ 
formed  by  the  market  administrator 
shall,  if  the  Secretary  so  directs,  be 
performed  by  such  other  person,  persons 
or  agency  as  the  Secretary  may  desig¬ 
nate. 

(b)  ITie  market  administrator  or  such 
other  person  as  the  Secretary  may  desig¬ 
nate  shall  (1)  continue  in  such  capacity 
until  discharged  by  the  Secretary;  (2) 
from  time  to  time  account  for  all  receipts 
and  disbursements  and  deliver  all  funds 
or  property  on  hand  together  with  the 
books  and  records  of  the  maiket  ad¬ 
ministrator.  or  such  person,  to  such  per¬ 
son  as  the  Secretary  shall  direct;  and 
(3)  if  so  directed  by  the  Secretary,  ex¬ 
ecute  such  assignment  or  oUier  instru¬ 
ments  necessary  or  appropriate  to  vest 
in  such  person  full  title  to  all  funds, 
property  and  claims  vested  in  the  market 
administrator  or  such  person  pursuant 
thereto. 

§  1006.93  Liquidation  after  auapeniiion 
or  termination. 

Upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  the 
market  administrator,  or  such  person  as 
the  Secretary  may  designate  shall,  if  so 
directed  by  the  Setu’etary,  liquidate  the 
business  of  the  market  administrator’s 
office  and  dispose  of  all  funds  and  prop¬ 
erty  then  in  his  possession  or  under  his 
control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 
time  of  such  suspension  or  termination. 
Any  funds  collected  pursuant  to  the  pro¬ 
visions  of  this  part,  over  and  above  the 
amounts  necessary  to  meet  outstanding 
obligations  and  the  expenses  necessarily 
Incurred  by  the  market  administrator  or 
such  person  in  liquidating  such  funds, 
shall  be  distributed  to  the  contributing 
handlers  and  producers  in  an  equitable 
manner. 

Miscellaneous  Provisions 
§  1006.100  Separability  of  provitiions. 

If  any  provision  of  this  part,  or  its  ap¬ 
plication  to  any  person  or  circumstances, 
is  held  invalid,  the  application  of  such 
provision,  and  of  the  remaining  provi¬ 
sions  of  this  part,  to  other  persons  or 
circumstances  shall  not  be  affected 
thereby. 

§  1006.101  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 
representative  in  connection  with  any  of 
the  provisions  of  this  part. 

(F.R.  Doc.  66-11146;  FUed,  Oct.  12,  1966; 

8;48  ajn.] 
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